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Carl R. Pohlad, President of the Marquette National Bank of Minneapolis 
(left) discusses credit policy with Allen P. Stults (center) and Roy West 


of American National Bank and Trust Company of Chicago. 


when IO U’s were baked 


Three thousand years ago notes were inscribed 
on wet clay, baked, stored...and if paid, 
broken. In those times every lender made his 
own credit policy. 

Today we do not dwell in such a vacuum. 
There are clearing houses for ideas as well as 
checks. The soundness of a bank’s credit policy 
is in direct proportion to the experience on 
which it is based. 

Nowhere can there be a more complete inter- 
change of information than in the relationship 
of an alert bank with its hundreds of corre- 
spondents. That is why men like Carl R. Pohlad, 








President of the Marquette National Bank of 
Minneapolis, long-time customer of the Ameri- 
can National Bank and Trust Company of 
Chicago, finds it stimulating and profitable to 
discuss credit policy with Allen P. Stults, Ex- 
ecutive Vice President at American National, 
and Roy West of the Correspondent Bank Di- 
vision. The satisfaction is mutual since the 
customer frequently brings as much to an as- 
sociation of this kind as he takes from it. 

Let us tell you about the many ways your 
bank can profit from a working relationship 
with the American National. 


American National Bank 
and Trust Company of Chicago 
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IMMEDIATELY after the presentation of the corsage to Mrs. A. W. Moore of 
Cowden, Illinois (see “Cover Photo” in next column), it was decided that a 
woman’s touch was needed to get the corsage pinned to Mrs. Moore’s dress. In 
charge of the floral arrangement is Mrs. Franklin Page (left), whose husband 
is cashier of the Bank of Hamilton, North Dakota. 


$161” Billion Increase 
In Consumer Debt 


Though showing a little more re- 
straint than the year before, the 
American people went about $1614 
billions deeper into debt in 1956 in 
their borrowing to buy homes, cars, 
and other goods and services, accord- 
ing to data compiled from govern- 
ment and private sources. 

This is the second largest annual 
rise of its kind on record, and 
brought the total of personal indebt- 
edness to a new high of more than 
$165 billions at the year-end. 

The latest total is more than twice 
what it was in 1950 and nearly five 
times the comparable amount at the 
end of World War II in 1945, a rate 
of growth substantially greater than 
that of the economy in the period. 


Savings Rise, Too 


On the other side of the personal 
ledger, the people’s long-term accum- 
ulated savings in life insurance, sav- 
ings deposits, savings and loan in- 
stitutions, and U.S. Savings bonds in- 
creased by nearly $14 billions last 
year to bring the total to above $246 
billions at the end of 1956. 

The figures thus show that individ- 
uals added $1.20 to their personal in- 
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debtedness in 1956 for every dollar 
of increase in their accumulated long- 
term savings during the year. 

The people at large, of course, have 
other financial resources in owner- 
ship of securities, holdings of cur- 
rency, and increasing equity in 
homes resulting from the steadily 
growing total of amortization. Many 
millions of persons, too, are protected 
by private and public pension and 
retirement programs. 


Disturbing Trend 


Nonetheless, the debt trend and the 
lag in savings are disturbing in view 
of the growth of inflationary pres- 
sures in the economy. 

The debt-savings relationship last 
year made a better showing than in 
1955, when personal debt rose by 
$20 billions during the year and 
long-term accumulated savings by less 
than $13 billions. This represented 
an addition of $1.59 in debt for every 
dollar of increase in accumulated 
savings for the year. In 1954, by con- 
trast, accumulated savings increased 
more than personal debt during the 
year. 

The American people came out of 











While the Independent Bank- 
ers Association convention spe- 
cial train bound for Miami 
Beach, Florida, was on its way 
through Georgia, someone dis- 
covered that a couple on board, 
Mr. and Mrs. A. W. Moore of 
Cowden, Illinois, were celebrat- 
ing their 56th wedding anniver- 
sary that day. 

Obviously, here was an event 
calling for a proper observance, 
so from the next stop a telegram 
was sent ordering an orchid 
corsage for delivery when the 
train reached Albany, Georgia. 

Immediately before dinner 
that evening, a group gathered 
in the club car and Emil E. 
Placek, (left) the squire of Wa- 
hoo, Nebraska, and board chair- 
man of The First National Bank 
there, made the presentation to 
the surprised Moores. The cam- 
era caught the scene the moment 
the corsage was given to Mrs. 
Moore, as her husband stood by. 
He’s president of the State Bank 
of Cowden. 





World War II in an extraordinarily 
liquid position, owing only 25 cents 
in personal debt for every dollar of 
their accumulated savings at the time. 

As a result of the trend since then, 
aggregate personal indebtedness now 
figures out to around 67 cents for 
every dollar of accumulated savings, 
above what it was in 1940, 

Personal indebtedness is dominated 
by mortgages on one-to-four family 
nonfarm homes, which came to just 
under $100 billions at the end of 
1956 and rose by around $11 billions 
during the year. 

Consumer credit, three-fourths of 
which is installment debt, increased 
by $3 billions in 1956 to total $41.9 
billions at the year-end. 
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Know the Facts and Marshall 


Arguments for Independents 


Qn behalf of the people of Florida who 
acted as your hosts for this conven- 
tion, I wish you Godspeed and happy 
landings. It is our sincere hope that 
your visit to our state was a pleasant 
one and that you are returning to your 
homes relaxed and refreshed. It is also 
our hope, however, that you are going 
home with renewed determination to 
resist the forces which would destroy 
independent banking. 

There are those who would unwit- 
tingly destroy us because they do not 
consider all facets of the banking busi- 
ness in their zeal to render more and 
more service to the customer. 

There are the financial giants of our 
industry who openly admit that they 
believe the end of independent banking 
is at hand and with utter indifference 
are strangling us with the tentacles 
of their ever-spreading branches. 

There are those whose God is “big- 
ness” and who will stop at nothing to 
be the biggest in their town, their area, 
or even in the nation—regardless of 
how many of their smaller brothers are 
destroyed in the process. 

To define more specifically some of 
the elements which are endangering 
independent banking today, we would 
list the following: 


Elements of Danger 


@ The holding company menace. 
This monopolistic tool is not only em- 
ployed by big bankers to become big- 
ger, but often is used to enable non- 
bankers to control a number of banks. 

@ Chain or group banking—some- 
times accomplished by the holding 
company device and at best its first 
cousin. 

@ Branch banking — which when 
legally limited, forever chafes at its 
restrictive bonds and when enjoying 
unlimited freedom, forces more and 
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About the Speaker. . . 


Henry C. Coleman is president 
of the Commercial Bank at Day- 
tona Beach, 
Florida. He has 
been with the 
bank and its 
predecessor in- 
stitution, the 
Industrial Sav- 
ings Bank, 
since 1937. He 
is a past presi- 

MR. COLEMAN dent of the 
Florida Bankers Association and 
presently is a regional vice presi- 
dent and a member of the Execu- 
tive Development Committee of 
the American Bankers Associa- 
tion. His activities in civic and 
professional associations in his 
city and state are many. 

A native of Columbia, South 
Carolina, Mr. Coleman entered 
the wholesale and retail oil bus- 
iness in Miami and Daytona 
Beach, Florida, after his gradua- 
tion from Clemson College in 
1926. After three years, he re- 
turned to South Carolina, where 
he was a teacher and statistician 
until he started with the Indus- 
trial Savings Bank in Daytona 
Beach in 1937. 





more unit banks to sell out or get out 
of business. 

@ Competition from non-banking 
organizations which are not required 
to abide by restrictions governing 
banks operating in the same locality— 
such as savings and loan associations 
and credit unions. 

@ Increase in size of individual 
businesses in America. The credit re- 


quirements of a big operation often 
exceed the legal limits of its bank, re- 
sulting in attempts on the part of the 
bank to merge with other banks or to 
acquire branches which help supply 
the parent bank with loanable funds. 

@ Suburban development. The es- 
tablishment of suburban shopping 
centers in which other industries are 
carrying their services to the people, 
is causing tremendous pressures for 
the establishment of facilities or 
branches in no-branch states. 

@ Automation—hailed as the solu- 
tion to the handling of an ever growing 
stream of checks, but workable only 
with the co-operation of all banks in 
the country. The purchase of expensive 
equipment will be a heavy burden on 
the small, isolated unit bank. 

One could doubtless name other 
pressures on the independent banker 
of today but those listed are probably 
the most important. The problem is 
not to list all of the difficulties in- 
volved, but to try to solve some of 
those which are threatening our very 
existence. 


‘Independent’ Defined 


To begin with, it would seem wise 
to decide just what constitutes an “in- 
dependent bank.” Several acceptable 
definitions could probably be found, 
but we can, perhaps, agree that it is a 
bank which is capitalized with local 
funds and whose owners reside in, and 
are an integral part of the community 
in which the institution is located. 

The next step is to face the facts, 
honestly admitting the strong points 
in favor of group, chain, branch, hold- 
ing company or facility banking, but 
at the same time marshalling all of our 
forces to point up the offsetting advan- 
tages of unit banking. 

Perhaps the greatest danger con- 
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fronting the continued existence of the 
unit bank today arises from the trend 
toward suburban shopping. It is quite 
difficult to convince the public that 
banking is rendering the same service 
as other industries which have estab- 
lished elaborate outlets in surburban 
areas. 

Unfortunately, the public is right 
and still more unfortunately, the pub- 
lic—which can exert the necessary 
political pressure to change banking 
laws—is oblivious to the dangers 
posed by the establishment of facili- 
ties or branches in every suburban 
shopping center. 


Added Danger 


Added to this danger is the convic- 
tion on the part of many sincere inde- 
pendent bankers that proper services 
can be rendered to these outlying areas 
through the establishment of facilities 
and that such a move will not endanger 
the independent status of their institu- 
tions. 

They rightfully contend that many 
outlying areas which could not sup- 
port a separate bank could be econom- 
ically served by a facility and that 
such an arrangement would not violate 
the basic principles of independent 
banking; e.g. local ownership and 
management, 

However, exponents of such an ex- 
pedient overlook two grave dangers. 
One is the familiar—and justified— 
fear of every independent banker of 
the “foot in the door.” 

Certainly the operation of a facility 
across the alley would not violate the 
principles of independent banking; 
neither would one operating 1,000 
feet from the parent bank. But some- 
where along the line—nobody knows 
exactly where—the element of absen- 
tee ownership begins to make its ap- 
pearance. 


Pressure Mounts 


And as the establishment of facili- 
ties fans out from the parent bank, the 
pressure for the approval of still others 
at more remote points becomes pro- 
gressively greater. This first danger 
thus becomes sharp and real even 
though we have not considered the 
added peril of the advocate of unlimit- 
ed branch banking who so effectively 
operates on the very sound theory that 
it is easier to amend existing laws than 
it is to enact new ones. 

The second danger lies in the ne- 
cessity of relating the establishment 
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of facilities to the capital of the par- 
ent bank. Sound policy dictates that 
the number of facilities allowed be 
governed by the size of the capital 
structure of the parent bank. This im- 
mediately creates the problem of “the 
big ones eating up the little ones.” 

This is especially true in a state 
like Florida which permits group 
banking. Our state’s rapidly expand- 
ing areas of heavy population are in 
dire need of some method of serving 
the banking requirements of periph- 
eral areas, but affiliates of strong bank- 
ing groups are located in most of these 
cities and their powerful capital posi- 
tion would enable them to strangle 
their smaller unit banker competitors 
with facilities if we let down the bars. 


Co-operation Needed 


The preservation of our independ- 
ent banks in the face of the terrific 
and ever-increasing pressures which 
would destroy us is a job for the best 
brains in the unit-banking field. But 
leadership can’t do it alone. All of us 
must join in the effort which will in- 
clude: 

1. Co-operation of all independent 
bankers in America. In putting forth 
this concerted effort we must be sure 
to agree upon what constitues an inde- 
pendent bank and then work together 
—big bank and little bank; city bank 
and country bank; national bank and 
state bank—fighting off distracting 
side issues which would lessen our ef- 
fectiveness. 

2. Face the problem squarely. 
Wishful thinking will not solve our 
problems. We must overcome our 
weaknesses, not by denying their ex- 
istence, but by emphasizing our strong 
points. 

@ Admit that unit banking is not 
serving outlying areas in heavily pop- 
ulated localities to the same extent as 
other industries, but hasten to point 
out: 

@ That banking is different from 
many other businesses, requiring 
heavier capital outlay, more highly 
trained personnel and more expensive 
equipment. ; 


Competitive Edge 


@ That facilities can be operated 
with less capital outlay, but that this 
expedient will allow the larger banks, 
because of their larger capital struc- 
tures to establish more facilities and 
become progressively larger, while 


their smaller competitor goes out of 
existence. 

@ That there is more to banking 
than accepting deposits, making 
change and cashing checks and that 
the establishment of facilities which 
can do these things may lead to all-out 
branch banking, with the result that 
the community served will be deprived 
of proper lending service. 

@ To those who argue that group 
banking is in effect branch banking, 
admit that it does have many of the 
disadvantages of all-out branch opera- 
tion, but point out that under this sys- 
tem, each unit must have its own capi- 
tal, its own building and its own equip- 
ment and must be separately chart- 
ered. This is a deterrent to the rapid 
establishment of affiliates as compared 
with the ease of establishing new 
branches. 


Unit Banks’ Good Record 


@ Admit that large branch opera- 
tions often appear to be stronger be- 
cause of large capital structure, but 
point to the record of the independ- 
ents following the last depression. 
Many survived where huge branch 
operations did not. 

@ Admit that the big branch opera- 
tion has a larger legal limit but call 
attention to the fact that the small unit 
bank can usually compete by enlist- 
ing correspondent participation. 

@ Admit that it is possible for 
branch banking laws to be passed over 
our opposition and be ready with 
amendments that will soften the blow. 
Remember, it is easier to amend a pro- 
posed law than to pass a new one. 

3. Initiate a strong educational pro- 
gram. Such a program must be direct- 
ed toward three groups: 

@ Ourselves. We must know what 
we are talking about and what we are 
working toward if we are to be ef- 
fective. 

@ Our Employees. How many of 
your employees can explain why a sav- 
ings and loan association can pay 314 
per cent or 4 per cent dividends when 
your bank pays only 2 per cent or 3 
per cent interest? How many can give 
logical reasons why it is better for the 
community to have unit, rather than 
branch banking? 

© The Public. The reason why it is 
so vitally necessary to give the public 
a true picture of the situation is that 
the public is made up of voters who 
have a habit of eventually changing 
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laws they don’t like. Therefore, if we 
can sell them on unit banking, we will 
be able to save unit banking. 


Forces ‘Many & Real’ 


4. Do a good job. If we are to con- 
vince anybody that independent bank- 
ing is the most effective kind of bank- 
ing, then we must prove it by doing a 
better job than those who would des- 
troy us by strangulation or absorption. 

In conclusion let me remind you 
that the forces which would destroy 
independent banking are many and 
very real. That the road ahead is not 
an easy one. But we can survive by co- 
operating with each other, frankly 
facing the facts, conducting an effec- 
tive educational campaign and by do- 
ing a better job. 

It was an honor to have you visit 
our state, and we hope that the serious- 
ness of our situation will not erase a 
pleasant visit from your memories. 
The bankers of Florida wish you 
“Happy Landings’, Independent 
Bankers. 





Death Takes 
F. Hollister of 
Portland, Ore. 


Frank Hollister of Portland, Ore- 
gon, a familiar figure in independent 
banking because of his activities on 
behalf of independents on the West 
Coast, died June 14. He had been in 
failing health for a number of years. 

Mr. Hollister was executive man- 
ager of the Independent Bankers As- 
sociation of the 12th Federal Reserve 
District. He had been associated with 
the organization for more than 20 
years. 

Because of ill health, Mr. Hollister 
had been unable to work fulltime in 
recent months. At their last meeting, 
directors of the association adopted 
a resolution of appreciation for all 
the work Mr. Hollister had done as 
executive for the association of inde- 
pendent banks in the 12th Federal 
Reserve District. 
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CONVENTION ADDRESS 





Strong Forces Continue Efforts 


To Eliminate Independents 


Aithough the title of my talk appears 
on your program as “The Single, 
Dual and Triple Banking Systems 
Re-examined,” I will approach this 
by discussing “The Three ‘F.T.F. ’s’ 
of Independent Banking”. 

These F.T.F. ’s are: Face the Facts 


of Independent Banking, First Things 


First in Independent Banking, and 
Finish the Fight for Independent 
Banking. 

What are some of the facts of 
independent banking today? 

Fact No. 1 is that independent 
banking is under attack. 

We do not hear anyone advocate 
the destruction of our system of in- 
dependent banking and the substitu- 
tion therefor of the Canadian or the 
European systems of nation-wide 
branch banking — with only half a 
dozen or so banks—at least not open- 
ly and directly. Such an effort quick- 
ly would be buried in an avalanche 
of opposition. 


‘Whittling Process’ 


The effort to accomplish the elim- 
ination of independent banks is more 
subtle. It takes form largely in a 
whittling process, a constant nick- 
ing away at diffused control of bank- 
ing on the one hand, and a building 
up of public acceptance of absentee 
ownership and managment. 

Among other things, these under- 
mining efforts take the form of the 
recurrent urging that control over the 
reserves of all banks be placed in the 
hands of the Federal Reserve Board 
—or increasing the powers of the 
Federal Deposit Insurance Corpo- 
ration—or to expand the powers in 
the hands of the other federal super- 
visory agencies. 

The state comptroller of the state 
in which we are now meeting, ad- 
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About the Speaker. . . 


One of the best known and 
most articulate figures in inde- 
pendent banking is Harry J. 
Harding, president of the First 
National bank 
of Pleasanton, 
California. Mr. 
Harding is 
honorary pres- 
ident of the 
Independent 
Bankers As- 
sociation of the 
12th Federal 
Reserve Dis- 
trict. He played an important 
role in securing passage of the 
Bank Holding Company Act of 
1956 

He gave the accompanying 
analysis of the problems facing 
independent banking to the 23rd 
annual convention of the Inde- 
pendent Bankers Association at 
Miami Beach, Florida. The ad- 
dress is recommended reading 
for every independent banker. 
Of special interest is his sug- 
gested formula for limiting bank 
mergers. 


MR. HARDING 





dressing the Florida Bankers Asso- 
ciation a few weeks ago, warned that 
the continued invasion of the rights 
of the states by the federal govern- 
ment and its agencies, in the field of 


- banking, could result in the disap- 


pearance of state chartered and state 
supervised banks. 

So, Fact No. 1 that we should face 
is that our system of independent 
banking is under strong undermining 
attack. 

Fact No. 2 is the threat of holding 





company expansion within a state. 

The Bank Holding Company Act 
of 1956 falls short of the objectives 
of your organization. While it pro- 
hibits further interstate expansion, it 
leaves the door wide open in most 
states for the expansion of bank 
holding companies within a. state, 
regardless of what the branch bank- 
ing laws of such state might be. It 
placed a responsibility upon each of 
the states to enact its own legislation, 
if it wishes to regulate the expansion 
of such companies within its borders. 

A rather startling idea, which cer- 
tainly seemed aimed at furthéring the 
purposes of a proposed New York 
State bank holding company, was the 
publication by a well-known and 
highly-respected bank stock analyst, 
claiming that Congress, by enacting 
the Banking Holding Company Act, 
had “given its blessing” to a new 
“triple banking system.” 


New Term for ‘Evading’ 


Completely misunderstanding the 
legislative history and the restraining 
purposes of the act, he enthusiastic- 
ally hailed what he believed to be 
congressional approval of the “pole 
vaulting” of the state’s branch bank- 
ing laws. (Let me add that “pole 
vaulting” is a polite way of saying 
“evading” ). 

This authority on bank stock says: 
“The announcement of plans for a 
new bank holding company, First 
National Corporation, marks the 
opening of a new era of banking in 
New York State, and, inevitably, the 
nation”. 

He also stated, “The proposed 
bank holding company . . . now 
shows the way to leap across every 
wall from New York City to Platts- 
burg and from Albany to Buffalo. 
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Indeed, the proposed first little jump 
has suddenly revealed greener pas- 
tures that have already forced other 
bankers and their stockholders to 
look to their own jumping shoes... .” 


Premature Exultation 


That expert on bank stocks spoke 
a little too soon. He hadn’t dreamed 
that in addition to Mississippi, II- 
linois and Georgia, which states al- 
ready had laws on their books, other 
states would be enacting legislation 
to clip the wings of any holding 
company movement. 

Indiana and Kansas recently en- 
acted laws that ban holding compa- 
nies. Pennsylvania, New Jersey, 
Minnesota and Massachusetts have 
had bills in the hopper. 

Most surprising of all, probably, to 
the stock expert, was the action of 
New York State, as follows: 

First in the anti-holding com- 
pany position taken by Governor 
Harriman and George A. Mooney, 
superintendent of banks. 

Second, the enactment of a.“stop- 
gap” law aimed at preventing the 
proposed First National City Bank 
holding company from acquiring a 
bank in a district in which it could 
not legally operate branches. 

Third, extension to this stop-gap 
measure to keep it in effect until May 
1, 1958. 

No, we are far from developing 
this so-called “triple system” of bank- 
ing, thanks to the work that the in- 
dependent bankers have done over 
the years and are still doing to fight 
this threat. But the inadequacy of 
present bank holding company laws 
is Fact No. 2 that we must keep in 
sight. 


Concentration by Merger 


Fact No. 3 is the concentration of 
banking control through the mergers 
of banks. This merger trend has been 
accelerated in recent years. 

Last year alone 103 banks absorb- 
ed 143 other banks—almost one and 
one-half banks gobbled up by each of 
the surviving banks. 

In the 20 year period from De- 
cember 31, 1936, to December 31, 
1956, according to the FDIC, the 
number of banks in this country de- 
creased from 15,679 to 14,166—a 
shrinkage of 1,513 banks, though 
approximately 1,000 new banks were 
organized in this period. 

This year-by-year shrinkage in the 
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number of banks, in the opinion of 
the ABA, is nothing to be alarmed at. 
The ABA, to which we all belong, 
bitterly opposed the Celler Bank 
Merger Bill in 1955 as not needed. 
It declared “. . . that the number of 
individual banks in operation since 
1939 has remained relatively stable; 
that this stable level in the number of 
operating institutions has adequately 
supplied the banking needs of the 
country essential to the enormous 
economic growth of the country dur- 
ing this period... .” 

A decline of about 10 per cent in 
the number of banks in twenty years, 
the ABA regards as “relatively 
stable,” notwithstanding an “enor- 
mous economic growth.” 


What Law Says 


The Financial Institutions Act of 
1957, as approved by the Senate, de- 
clares that in addition to other fac- 
tors, the respective federal supervi- 
sory agencies in considering proposed 
mergers shall, and I quote: 

“. .. in the case of a merger, 
consolidation, etc., take into 
consideration whether the effect 
thereof may be to lessen com- 
petition unduly or to tend un- 
duly to create a monopoly, and, 
in the interests of uniform stand- 
ards, it shall not take action as 
to any such transaction without 
first seeking the views of each of 
the other two banking agencies 
referred to herein with respect 
to such question; and in such 
case, the appropriate agency may 
also request the opinion of the 
attorney general with respect to 
such question.” 

Let me discuss this a little. You 
will note that there is no outright 
prohibition of any merger, merely 
the requirement the appropriate agen- 
cy shall “take into consideration” 
competitive and monopolistic aspects 
and “in the interest of uniform stand- 
ards” shall first seek the views of the 
other two banking agencies. 

The appropriate federal agency at 
its discretion “may also request the 
opinion of the attorney general with 
respect to such question.” What is the 
question? Whether the effect of a 
specific merger may be to lessen com- 
petition unduly or to tend unduly to 
create a monopoly? Does that mean 
monopoly is OK as long as it does 
not tend unduly to create a monop- 
oly? 

How would you define “unduly?” 


In the existing anti-trust legislation, 
such as the Sherman Act and the 
Clayton Act, the word “unduly” does 
not appear. 

The word “substantially” has been 
passed upon as to meaning by the 
courts in a number of cases. It is 
safe to say that it will be years before 
the meaning of the word “unduly” 
can be determined. There will have 
to be a number of court decisions on 
this point. 

You will also note that the pro- 
vision which we have quoted does 
not say a word about any approval of 
any merger by the state supervisor 
of banks where a state bank is con- 
cerned. Here again the “ termite” of 
federal control continues to eat away 
at the vitals of our dual banking 
system. 


FDIC Merger Stand 


The FDIC, in a letter signed by its 
general counsel, addressed to the 
Honorable Strom Thurmond, United 
States Senator from the State of 
South Carolina, has given assurance 
that it will not consent to any trans- 
action under the merger section in- 
volving a state bank without the prior 
approval of the state banking au- 
thority, if such approval is required 
by state law. 


While this is a recognition the 
state supervisor should have the au- 
thority to disapprove a merger, this 
is not enough to preserve the pre- 
rogatives of the state supervisory au- 
thorities and to maintain the auto- 
nomy of the states over banking. This 
policy of the Federal Deposit Insur- 
ance Corporation can be changed by 
the board of directors at any time. 
The personnel of the board does 
change. We learned with sorrow of 
the passing of Maple Harl, former 
chairman and a director of the FDIC. 
This brings home more than ever 
that boards do change. 

I strongly believe that neither 
the Federal Reserve Board, nor the 
comptroller of the currency, nor the 
FDIC, should have any additional 
powers over the mergers of State 
banks, and I hope that the House of 
Representatives will amend the Sen- 
ate bill in this regard. 

Certainly the record of the states 
as to the maintenance of competition 
among banks is as good as that of 
any federal agency. However, inas- 
much as banks have been held to 


be engaged in interstate commerce 


Page 7 





and since existing federal anti-trust 
laws apply to concerns engaged in 
interstate commerce, it does not seem 
realistic to permit each state to estab- 
lish its own standards to apply to 
monopolistic tendencies, either for 
banking or for any other line of busi- 
ness. Therefore, I believe the en- 
forcement of all anti-trust and mo- 
nopoly laws, including those affect- 
ing banking monopoly, should rest 
with the federal government, that is, 
the attorney general. 

Those who argue that the federal 
supervisory agencies alone should 
have anything to say over banks and 
banking are forgetting that by rea- 
son of being engaged in interstate 
commerce, banks come under a whole 
flock of laws that are administered 
by agencies other than the federal 
supervisory agencies. Among these 
laws are the Fair Labor Standards 
Act (wages and hours law as we us- 
ually refer to it), the Labor Manage- 
ment Act of 1947 (Wagner Act), 
Social Security Act, the Clayton and 
the Sherman Acts. 


Permissive Wording 


The merger provisions in the pro- 
posed Financial Institutions Act 
which I have quoted state that the 
respective federal agencies may re- 
quest the opinion of the attorney gen- 
eral. Why? Presumably because the 
attorney general’s opinion should be 
helpful. Then why under the sun 
shouldn’t the respective federal agen- 
cies take advantage of that help? 
They will, if the wording of the act 
is changed from “may” to “shall.” 

The independent bankers consis- 
tently have held there is danger in 
the economic power inherent in the 
concentration of control over bank- 
ing. Monopoly, in the ordinary sense, 
the destruction of competition al- 
ways has been second to this dan- 
ger. 

It was not so much the fear there 
would be no competition to the Sec- 
ond Bank of the United States, that 
led Andrew Jackson to fight for a 
system of diffused control over bank- 
ing, as it was the fear of the econo- 
mic power that centralized control 
would beget. 

Congressman Celler has presented 
some arresting figures on the con- 
centration of banking, figures that 
are startling in showing how far 
down the road to the European sys- 
tem of banking we have traveled. 
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I also will shock you with some fig- 
ures from an area with which I hap- 
pen to be pretty well acquainted and 
where I saw it happen 

At the end of 1935, there were in 
California 275 banks, of which two 
hundred and thirty six were unit 
banks; 39 branch systems. At the 
end of last year, there were only 139 
banks, of which eighty seven were 
unit banks and 52 branch systems. 

At the end of 1935, the bank assets 
held by branch banking systems 
amounted to 83.6 per cent of the 
total. Twenty-one years later, at the 
end of last year, the branch systems 
held 97.8 per cent of the total bank 
assets, largely concentrated in seven 
branch banks. 

In Washington, at the end of 1935, 
there were 188 banks, of which 180 
were unit banks. By the end of 1956, 
the number of banks had decreased 
to 97 with unit banks numbering 
seventy-four and branch bank sys- 
tems 23. The percentage of bank 
assets held by the branch banking 
systems in the 20 year period in- 
creased from 52.9 per cent to 89.3 
per cent, largely concentrated in the 
five large branch bank systems. 

In Oregon, at the end of 1935, 
there were 97 banks, of which 94 
were unit banks. At the end of 1956, 
the number of banks had dwindled to 
52, of which 41 were unit banks and 
11 branch bank systems. In the 20 
year period, the percentage of bank 
assets held by the branch bank sys- 
tems increased from 69.1 per cent to 
91.5 per cent, practically held about 
equally by two chains. 


Arizona: 2 Independents 


At the end of 1935, there were 
nine banks in Arizona, of which six 
were unit banks; three branch sys- 
tems. By the end of 1956, the number 
of banks remained the same, but the 
unit banks had decreased to three. 
Now there are only two. Think of it 
—only two small independent banks 
in the entire State of Arizona. 

Whereas in 1935 the percentage of 
bank assets in Arizona held by the 
branch systems was 77.2 per cent, by 
the end of 1956 this had increased to 
96.5 per cent. But, as a matter of 
fact, two holding companies hold 
practically all of the assets as shown 
by the branch banking systems just 
mentioned. 

Certainly, in Oregon and in Ari- 
zona, where two organizations alone 


in each state hold practically all the 
bank deposits, there is competition 
between these two organizations. But 
we would like to ask the comptroller 
of the currency, the Federal Reserve 
Board and the Department of Jus- 
tice, as well as the ABA, has a tenden- 
cy toward monopoly developed in the 
states that I have just quoted? Or, at 
what point does this tendency toward 
monopoly begin? 


‘Must Check Mergers’ 


As so ably pointed out by Con- 
gressman Celler, unless the merger 
movement is speedily checked we will 
wake up one day to find that these 
mergers, repeated and multiplied over 
and over again throughout the coun- 
try, will have brought about a new 
situation like the European system 
where a few banks completely dom- 
inate our banking structure. That is 
Fact No. 3 on our list of facts we 
must face. 

Fact No. 4 is the extension of 
branch banking. The destruction of 
legal restrictions on branching is per- 
haps the most serious of all threats 
to independent banking. 

Branch banking proponents argue 
that independent banks and branch 
banks can exist together. The history 
of no country supports their claims. 
No, the history of Europe and Can- 
ada, as well as of some American 
states, overwhelmingly demonstrates 
the fact that branch banking drives 
out unit banking. 


Pattern in California 


Let’s take another look at Cali- 
fornia. The Bank of America started 
in 1904, By the end of 1922, when I 
located in California, it had 61 bank- 
ing offices in 42 communities and 
deposits amounted to 229 millions. 
By the end of 1956, the Bank of 
America branches had reached the 
600 mark and deposits amounted to 
8,993 millions, about 44.5 per cent 
of the state’s banking resources. There 
is no ceiling! 

There are half a dozen other large 
branch systems in California trying 
to overtake each other in opening 
branches. There are now 1,304 branch 
bank offices in California and only 
87 unit banks. 

There are some branch bank oper- 
ators in California who very frankly 
admit they are afraid of the situa- 
tion. They are opposed to any “octo- 
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pus” system and they want competi- 
tion, instead of monopoly by them- 
selves or any other bank. 

Because they cannot restrain the 
ambitions of their competitor branch 
bank operators—and as these com- 
petitors reach out and surround them 
with branches, they feel forced, in de- 
fense of existing business, to expand 
themselves. Thus the pressure contin- 
ues, ever spiraling toward greater 
and greater concentration. 


Record Shows Attrition 


In our own country, the history 
of those states where branch banking 
is permitted, even though limited to 
cities or counties, shows in almost 
every case a steady attrition in the 
ranks of independent banks and a 
constant increase in the number of 
branches. 

Of 7,957 branch offices as of De- 
cember 31, last, 3,336 were in the 
18 states that permit statewide 
branches, and 4,403 are located in 
the 18 states that limit branches to 
cities, counties or other areas. 

In 20 years, there has been a gain 
of about two and one-half times in 
the areas in which branching is lim- 
ited, as against a gain of two and 
one-fifth times for the statewide 
states. In states where branching is 
limited in area, the concentration of 
bank assets in a few institutions is 
just as marked as it is in states per- 
mitting statewide branching, some- 
times more so. 

No, the argument that branch 
banks and unit banks can live side 
by side on a basis of equality is a 
fallacy. 

Fact No. 5 is the lack of public 
interest. In my opinion a great many 
people care very little whether a bank 
is a unit bank, a branch bank, or a 
subsidiary of a holding company. Most 
people care very little whether a 
bank’s policies are laid down locally 
or by an absentee management locat- 
ed a long distance away. The public’s 
primary concern is as to the safety of 
its funds, and it looks to the govern- 
ment to provide this protection. 

_ That is why Carter Glass, after 
nearly 32 years as a member of the 
House and Senate Banking and Cur- 
rency Committees, was able to say he 
had never heard a merchant or bus- 
inessman protest against branch bank- 
ing. 

Happily, there are people who un- 
derstand the difference between inde- 
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pendent and other banking. It is this 
percentage who prefer independent 
banking that accounts for the slightly 
better growth in unit banks as com- 
pared with other systems. Neverthe- 
less, the public apathy is Fact No. 5 
we must consider. 

Fact No. 6 is internal weaknesses. 
Certainly, faulty building helps create 
the “termite problem.” We might 
say that we ourselves are guilty of 
faulty building when we do not prop- 
erly provide for management succes- 
sion, when we fail to build up our 
invested capital as our business 
grows, and when we get careless 
about providing adequate services for 
the public as conditions and ways of 
doing business change. 

There are other problems that con- 
front us, such as competition of 
pseudo-banks and various lending or- 
ganizations. But these problems your 
association has been studying and we 
are hopeful there will be devised a 
“treatment” necessary to meet these 
situations. 

The facts that face us, then, are: 

@ Independent banking is under 
attack. 

@ Holding company expansion 


within a state regardless of branch 
bank laws, in undermining independ- 
ent banking. 

@ The concentration of control of 
banking by the merger method is an- 
other threat to independent banking. 

@ The spread of branch banking, 

@ The public is disinterested. 

@ Internal weaknesses in our 


banks must be corrected. 


What To Do 


With these facts before us, let us 
take a second look and determine 
which of these undermining influ- 
ences presents the most urgent prob- 
lems to be tackled. 

I think we will pretty much agree 
the most serious threats are from the 
three channels through which con- 
centration of banking control is tak- 
ing place: merging, branching, and 
holding company intrastate expan- 
sion, and these need to be tackled 
simultaneously. 

Let’s begin with the merger threat. 

For quite a number of years the 
House Judiciary Committee and the 
Senate Select Committee on Small 
Business, particularly, have called 





One of the current phenomena of 
our economy is the widespread 
conviction that diversification of a 
business insures against recessions. 
Apparently, when wopples are 
down dopples are up, so the theory 
is that to manufacture both is to 
create a balance that more or less 
guarantees uniform profits. 


There may be something to this 
but it seems to us that it smacks a 
little of the old ego to assume that 
just because a manufacturer is good 
at making wopples, he would be 
equally good at making dopples. 
Carried to extremes, as it sometimes 
is, this theory could build up a lot 
of confusion, with the result that 
it might become necessary to “spin 
off” this and that to get back to 
the very limited number of items 
which can be handled profitably. 


As for us, we are trying to make one 
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thing ... bank checks. We still have 
a lot to learn, so we spend our time 
in study and research that relates to 
bank checks. We refuse to be con- 
cerned about the future of bank 
checks, and if, profitwise, they gointo 
a tail spin, we're stuck with them. 
Even so, we believe that this is a 
better calculated business risk than 
to spread our shot and clutter up 
our philosophy with the problems 
that accompany diversification. 


In the long run, we think we can do 
a better job for our people and for 
our customers if we continue to func- 
tion as specialists. On occasion we 
may be undersold, and from time to 
time someone will introduce an in- 
novation that will cost us some busi- 
ness. We are confident, however, 
that over the years those who work 
with us and those who buy from us 
will get a better deal because we 
choose to “‘stick to our last.” 











Manufacturing Plants at: CLIFTON, PAOLI, CLEVELAND, 


INDIANAPOLIS, CHICAGO, KANSAS CITY, ST. PAUL, DALLAS 
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WELCOMING the 1,000th member of the Bank-Share Owners Advisory League, 
J. Ross Humphreys (left), league president and president of the Central National 
Bank, Chicago, presents a certificate of membership to William C. Kline Jr., 
president of the Guarantee Bank and Trust Company, Atlantic City, New Jersey. 
With them is Charles A. Eaton Jr., president of the New Jersey Bankers Associa- 
tion and vice president of the Fidelity Union Trust Company, Newark. The league 
program consists of a joint protection-prevention campaign against embezzle- 
ments. Internal thefts from banks hit a record high of $10 million last year. 


attention to the dangerous trend of 
banking concentration and have 
sought to cure this tendency. 

In my opinion, none of the pro- 
posed bank merger bills go far 
enough. Preston Delano, then comp- 
troller of the currency, in testifying 
before the Senate Committee on 
Banking and Currency in 1950 on 
$.2318, a bank holding company bill 
which had been drafted by the Fed- 
eral Reserve Board, declared, “It has 
also been suggested that it would be 
wise to have a definite ceiling beyond 
which bank holding companies could 
not expand. A suitable test might be 
a specified percentage of the banking 
offices or bank resources within de- 
fined areas.” 

I seem to be in good company, 
then, when I suggest a somewhat 
similar provision be added to the 
bank merger bill. You may wonder 
why we had not endorsed this princi- 
pal at the time Preston Delano made 
the suggestion. We, however, took the 
position and have steadfastly main- 
tained it, that the bank holding com- 
pany device had been used to evade 
the nation’s banking laws, and we 
oppose legalizing such evasion in any 
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degree. ‘The matter of law evasion 
does not apply to branch bank legis- 
lation. 


Suggested Standards 


So that we may have something to 
shoot at, let me suggest an addition 
to any bank merger bill, along the 
following lines: 

No merger shall be approved un- 
der this Act, in cities of 10,000 or 
less population, when the result will 
be two or less banks located in the 
city in which the merging bank is 
located; nor in cities of more than 
10,000 population up to 25,000 pop 
ulation when the result will be three 
or less banks located in the city in 
which the merging bank is located; 
nor in cities of over 25,000 popula- 
tion to 100,000 population when the 
result will be four or less banks lo- 
cated in the city in which the merg- 
ing bank is located; nor in cities of 
over 100,000 in population when the 
result will be five or less banks lo- 
cated in the city in which the merg- 
ing bank is located. In each case, the 
population figures will be those of the 
last federal census. 

Nor shall any merger be approved 


under this Act when the resilt will 
be that the merging bank will hold 
more than 30 per cent of the total 
banking deposits of the area in which 
the merging bank has offices. 

Let’s kick this around for awhile. 
I don’t want you to say you are for 
this or that you are opposed. I would 
like to have you think of the argu- 
ments both for and against such a 
proposal, so that we may carefully 
study and weigh them. 

You may feel that the criteria spe- 
cified in this suggestion are not real- 
istic, but can you think of better 
yardsticks than the ones suggested? 
Do you think that we ought to have 
any yardsticks other than the discre- 
tion of some federal agency? Have 
you any reason to believe the federal 
agencies would? 

The yardsticks I have suggested 
are no more arbitrary than the exist- 
ing requirements as to the capital 
necessary for the establishment of a 
new bank, or of a merging bank. The 
prevention of undue concentration of 
banking control is just as much in 
the public interest as the limitations 
on the loans that a bank can make. 
As to the argument that mergers 
should be left to the discretion of a 
supervisory agency, this, in my opin- 
ion, could apply equally as well as to 
the capital requirements for a new 
bank. 


Sees Objection 


I know the supervisory agencies 
will immediately howl that the mer- 
ger door must be kept open so that 
without hindrance they can merge a 
failing bank, a bank that is not prop- 
erly managed, or a bank that is un- 
der-capitalized, with another good 
bank, regardless of its monopolistic 
tendencies. . 

If such an emergency “escape 
hatch” needs to be kept open, that 
can be provided, of course, but I 
wonder if merging a weak bank is 
the one and only solution that the 
FDIC or any other supervisory agen- 
cy can think of. If so, why do not the 
laws say something affirmatively giv- 
ing the power to compel the merger 
of a bank under such circumstances, 
to the supervisory agencies? Or is 
this a method they themselves have 
seized upon without Congressional 
sanction? 

You will note what we have pro- 
posed places no limitations on size, 
nor does it in any way hinder nor- 


THE INDEPENDENT BANKER 














mal growth. It merely restricts can- 
nabalism. 

Let’s not say it can’t be done, but 
rather ask ourselves, should this be 
done? I am convinced we must have 
a ceiling on concentration of control 
over banking or face destruction to 
our independent banking system. 

Second: What can be done to over- 
come the threat of envelopment by 
branch banking? 

Every effort must be made to hold 
existing restrictions on branching in 
the various states. This should be 
done by study and discussion of 
branch banking and its tendency to 
drive out independent banking — a 
tendency that is just as inexorable as 
the workings of Gresham’s law. 

While each state will have to solve 
its own problems, your organization 
must be prepared to give help and 
guidance to state groups, profiting by 
the experience and success achieved 
in other states. This means a certain 
amount of public education also. 


Public Hearings Needed 


There is no provision in the Na- 
tional Bank Act, nor in the Financial 
Institutions Act of 1957, for public 
hearings on national bank branch ap- 
plications. I fail to see any valid 
reason why such applications should 
be made and passed on in secrecy. 

What we want to know, is, where- 
in is it detrimental to the public in- 
terest to have it known when an appli- 
cation for a branch has been made? 
I hope that the House of Representa- 
tives will amend the Financial Insti- 
tutions Act to provide for such public 
hearings. Your association is on rec- 
ord in favor of such a provision. 

The comptroller of the currency 
should be restricted by statute in his 
authority to approve branches of na- 
tional banks, in addition to the geo- 
graphical limits in which state banks 
can have branches, as at present, so 
that limitations a state may place on 
drive-in or tellers windows would 
have to apply to similar stations or 
offices of national banks in those 
states. 

Likewise, I am of the opinion that 
the ceiling in percentage of deposits 
of a city or area, such as I have sug- 
gested for mergers, that is, 30 per 
cent, should apply in the case of 
de novo branches, in other words, no 
bank holding 30 per cent of the de- 
posits of the area in which it is au- 
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‘I never touch the principal.” 





thorized to operate, should be per- 
mitted to establish a new branch. 

Now let us look at the third im- 
portant threat, holding company ex- 
pansion within its home state. One 
difficulty in securing enactment of 
the Bank Holding Company Act of 
1956 in the form it was originally 
overwhelmingly approved by the 
House of Representatives, was the 
intensive effort on the part of the 
ABA and the Federal Reserve Board 
to convince the Senate Banking and 
Currency Committee that holding 
company banking was not essentially 
branch banking. 


The Same, Courts Say 


The ABA particularly testified at 
length as to the differences between a 
branch bank and a separately incor- 
porated bank controlled by a holding 
company. The representatives of the 
Independent Bankers Association held 
that these differences were mainly in 
form and not in substance. 

In the March issue of “Banking,” 
there appeared an item stating that 
a court in the State of Georgia held 
that holding company banking and 
branch banking were the same. Courts 
in several other states have held the 


same thing. Had the American Bank- 
ers Association recognized the obvi- 
ous, that the holding company was a 
mechanism for evading the law of the 
states relative to branches of banks, 
I am quite sure we would have gotten 
the House-approved Spence bill, sub- 
stantially in its original form. 

We realized after successfully hav- 
ing the Douglas amendment prohib- 
iting inter-state expansion by bank 
holding companies adopted by the 
Senate, the bill was all we could hope 
for at the time. Striving for the ideal 
might have meant that legislation 
would have been delayed as our op- 
ponents counted on doing and there- 
by we would have been defeated. 


Review Provision 


We knew if we kept well organized, 
and, as experience proved the need, 
the act could be amended. In fact, 
the act provides that within two years 
after the enactment, the board of gov- 
ernors shall report to the Congress 
the results of the administration of 
the act, stating, what, if any, sub- 
stantial difficulties that have been en- 
countered in carrying out the pur- 
poses of the act, and any recommen- 
dations as to the changes in the law 
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IN CALIFORNIA, these men were named to the executive committee of the 
California Bankers Association for 1957-1958. Front row, from left, are Paul B. 
Kelly, first vice president, Crocker-Anglo National Bank, San Francisco; O. B. 
Larsen, president, Pajaro Valley Bank, Watsonville; Roy A. Britt, Citizens Nation- 


al Trust & Savings Bank of Los Angeles; Ransom M. Cook, senior vice president, 
American Trust Company; Elden Smith, president, Citizens National Trust and 
Savings Bank of Riverside; T. J. Heltand, president, Northern Counties Bank, 
Marysville. Second row: D. C. Shannon, executive vice president, Mother Lode 
Bank; Placerville; Sam Burnham, vice president, Union Bank & Trust Co. of 
Los Angeles; Allan Thomas, vice president, Crocker-Anglo National Bank, Sacra- 
mento; Joseph Rogers, president, First National Bank of San Jose; Robert W. 
McGovney, president, Compton Nationa] Bank; M. Vilas Hubbard, president, Citi- 
zens Commercial Trust and Savings Bank of Pasadena; Harry J. Harding, presi- 
dent, First National Bank of Pleasanton, and Oscar T. Lawler, senior vice presi- 





dent, Security-First National Bank of Los Angeles. 


which in the opinion of the board 
would be desirable. 

I think we can expect the holding 
companies will make every effort to 
bring about a softening of the law. 
We must be ready ourselves, at the 
proper time, to support amendments 
that will strengthen the act. 


Suggested Amendments 


The first of these amendments 
would be a definite restriction on the 
evasion of the state branch banking 
laws through the holding company 
device, such as was recently attemp- 
ted in New York State. This would 
mean adding a provision essentially 
similar to the one deleted from the 
House-approved Spence bill, as fol- 
lows:— 
“nor will it be lawful for 

any bank holding company or sub- 
sidiary thereof to acquire, directly 
or indirectly, any shares in a bank 
in any area within its home state 
except in the same geographical 
area in which a bank located in the 
same city in which the bank hold- 
ing company has its principal place 
of business could lawfully estab- 
lish a branch of such bank.” 

A second amendment, in my opin- 
ion, would be a provision to restore 
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the requirement which also was in 
the House-approved Spence bill, that 
the Federal Reserve Board would 
have to accept as final any disapprov- 
al by the state supervisory authority 
as to the acquisition of stock in a 
state bank, and by the comptroller of 
the currency as to the acquisition of 
stock in a national bank. 

I am not saying these are the only 
changes in the Bank Holding Com- 
pany Act of 1956 that should be ad- 
vocated, but these are the ones that 
primarily are necessary to prevent 
the further evasion of branch bank- 
ing restrictions and for the preserva- 
tion of independent banking. 

Now we come to the third F.T.F.: 
Finish the Fight for Independent 
Banking. 

To my way of thinking, we are 
fighting on three fronts, and on all 
three fronts, we need to act and act 
quickly: 

@ At the national level, we need 
Congressional action on merger legis- 
lation and Bank Holding Company 
Act amendments. 

@ At the state level, we must hold 
the line against extension of branch 
banking areas and secure enactment 
of state merger and holding company 
laws. 


@ At the banking level, we necd 
more intensive organization. 


Need More Backing 


Not that I minimize our strength. 
This organization has proved its 
strength and has established its stand- 
ing. But, our first problem is to 
arouse all independent bankers. There 
are 5,000 more banks that should be 
in this fight. With strong representa- 
tion in a state, it will be a lot easier 
to secure enactment of state laws to 
regulate mergers and bank holding 
companies. With effective state laws 
on the books, it will be easier to get 
Congressional action. 


No job is hard when we can break 
it down into small parts. To double 
the membership merely means that 
each member should undertake to se- 
cure one new member, that’s all, just 
one new member. If those present to- 
day will do this it will add substan- 
tial strength to your organization. If 
there’s the will, it can be done. 


Stakes Are High 


Don’t fool ourselves. We’ve got to 
face these undermining attacks on in- 
dependent banking with our eyes 
wide open. We've got to make de- 
cisions like grownup men, men who 
are confident that what we represent 
is in the public interest, that the busi- 
ness in which we are engaged has 
been a mighty factor in the growth 
and prosperity of our country, and 
can continue to be so. We are not 
playing for marbles. The future of 
free enterprise and our independent 
banking system is at stake. 


You bankers are the leaders in in- 
dependent banking. If you were not 
interested, you would not be here. 
But, the passive, gentle sort of an in- 
terest will not win this battle. Every 
bit of support, every bit of strength 
you gave to the independents’ fight to 
secure bank holding company legisla- 
tion needs to*be doubled and tripled. 
Remember, the best defense is a 
strong offense. 

Let’s “Face The Facts,” tackle 
“First Things First” and “Finish The 
Fight” for independent banking. 





Colorful TV 
You’ve never seen a purple cow? 
then I can safely bet 
you haven’t yet invested 
in a color TV set. 
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Soaring Farm Credit Needs 
Raise Problems for Banks 


Not too many years ago a banker 
would lend a farmer money at seed 
time expecting to be repaid at harvest. 
“Making a loan to make a crop” was 
the way the banker would put it. If 
the farmer needed longer-term funds 
—for a hay rake, perhaps, or a horse 
—the banker would tell him to bor- 
row for the thing he needed most, 
then pay off that debt before contract- 
ing another. 

Today the picture is changing. To 
keep pace with the rapid mechaniza- 
tion of American agriculture farmers 
are being forced to invest in bigger, 
more productive farms. And because 
farm earnings have failed to produce 
the funds needed for this increased 
investment, farmers have come to de- 
pend increasingly on bank credit. 

In the last decade the average farm- 
er has been required to increase by 
75 per cent his investment in land, 
machinery, fertilizer, hybrid seed, 
commercial feed, insecticides and a 
host of other new but necessary items. 


Bank Borrowing Up 60% 


At the same time he has been re- 
quired to step up the amount of his 
bank borrowing 60 per cent. 

Not only has mechanization in- 
creased the amount and variety of 
items a farmer must buy, but it has 
increased his need for cash. 

In the past a farmer could grow 
the oats to power the horse to pull 
his plow. Today he must pay cash to 
buy Diesel fuel to run his tractor. In 
addition, he must figure replacement 
costs, repairs, taxes and insurance as 
cash outlays. 

If this has created problems for the 
farmer, it has created problems for 
the banker, too. 

By mid-1956, according to a sur- 
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vey by the Federal Reserve System, 
total bank-held farm debt had risen 
to $5 billion, twice what it had been 
shortly after World War II. 

This included three-fourths of the 
institutional supply of short-term and 
intermediate-term farm credit, the 
kind of credit required for farm op- 
erating expenses and purchases of 
equipment and livestock. It included 
also about one-sixth of all farm-mort- 
gage credit. 


Turn to Correspondents 


Bankers in some smaller communi- 
ties had found that farmers were 
asking for loans larger than they 
were permitted to give. National 
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banks, for instance, are limited by 
law to make loans to individuals no 
greater than 10 per cent of their un- 
impaired capital and surplus. 

In other communities, the bankers 
saw requests for credit exceeding the 
available supply. 

To meet these needs, country banks 
—-particularly in Kansas, Nebraska, 
Wyoming, Colorado and Oklahoma 
—are encouraging city banks to par- 
ticipate in farm loans they originate. 

When the Federal Reserve made its 
survey, it found 400 city banks par- 
ticipating to the amount of $43 mil- 
lion in some $80 million of farm 
loans originated by 800 country 
banks. Half of the participating banks 






THIS CORN COMBINE eases and speeds the corn harvesting task but also re- 


quires a substantial investment by the farmer. This self-propelled unit, operated 
by one man, picks, shells and cleans the corn. It sells for about $7,000. 


All photos courtesy Deere & Company 


Page 13 








and two-fifths of the originating 
banks were in the Kansas City Feder- 
al Reserve District. 


Sell Farm Paper 


The country banks additionally are 
encouraging city banks to buy from 
them farm machinery installment pur- 
chase paper—and from the dealers 
who normally originate 40 per cent 
of this kind of credit. 

They are encouraging insurance 
companies and trust funds to partici- 





pate in farm mortgage financing. 

The aim, according to Harry W. 
Schaller, president of the Citizens 
First National Bank, Storm Lake, 
Iowa, is to present the farmer-bor- 
rower with a single effective source 
of credit advice and assistance. 

For the lender, he told a recent 
American Bankers Association meet- 
ing, this calls for abandonment of a 
short-run, fragmentary approach to 
the farmers’ credit problems. Instead, 
it requires looking at them as those 


THERE’S A $4,000 investment pictured here. About $3,400 of this goes for the 
tractor, with the remaining $600 being the cost of the four-row corn planter and 
its liquid fertilizer attachment. 


t : 
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HERE’S ONE of the final steps in a mechanized farm 
operation. After the mowing job is done, the tractor- 
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of a farm and family unit over sever- 
al years. 

“More and more we see an inte- 
grated sequence of investments — 
more machinery, more land, soil im- 
provements, more livestock and ma- 
jor farmstead adjustments. Each in a 
real sense causes the other and con- 
tinues until ultimately an entirely dif- 
ferent farm unit comes into being— 
a farm of greater efficiency and pro- 
viding a better standard of living for 
the farmer and the nation.” 

Planned renewals have become fre- 
quent. One-third of the dollar volume 
of bank loans to farmers last year 
represented renewals, the Federal Re- 
serve found in its survey. 

How has tight money affected farm- 
er borrowings? Interest rates paid by 
farmers in mid-1956 averaged 5.4 
per cent on loans secured by real 
estate and 6.4 per cent on other loans, 
the survey showed. Each was about 
one half percentage point higher than 
in mid-1947. 

Although information on subse- 
quent rate changes is limited, bank 
rates have not suffered the sharp in- 
creases experienced by government 
and co-operative farm lending agen- 
cies. 

The government agencies and the 
co-ops have been forced to increase 
their rates because they borrow funds 
in the central money market. 


Reprinted from THE NEW YORK TIMES 
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drawn unit shown here gathers and bales the hay. Cost 
of these two units is about $4,000. 
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Good Service Will Assure 
Support for Independents 


As a preface to my remarks, may I say 
that for almost 32 years I have been 
in the employ of the same independ- 
ent, unit bank. I do not have now and 
have never had during those 32 years 
any connection with any other bank. 

While I do hold an official position 
in the American Bankers Association, 
the views I shall express this morning 
are my own. 

Every line of business national in 
scope should have a trade association 
to speak for all of its members, to carry 
on programs of education among 
them, and to serve them otherwise. 

The American Bankers Association 
is such an organization. It is the one 
big association representing all banks. 
It is independent of any other associa- 
tion and must always be kept so. My 
own concept of the duties and respon- 
sibilities of the officers of the associa- 
tion is that its officers must carry out 
to the best of their abilities the policies 
arrived at in an established, proper, 
and orderly manner. That I shall try 
to do. 

As you know, there are many bank- 
ers associations, and associations at 
every level of banking. There are as- 
sociations devoted to special aspects 
of banking. That is good, for each of 
the associations serves in a concen- 
trated and intimate way some special 
aspect of banking, geographical or 
functional. 


IBA‘s ‘Special Place’ 


Like the others, the Independent 
Bankers Association has its own spe- 
cial place in this firmament. Your ex- 
istence and vitality are proof of the im- 
portance of having in our banking sys- 
tem a variety of organizations which 
can permit adequate expression of 
varying interests and can deal effec- 
tively with the multitude of problems 
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About the Speaker. . . 


Immediately after his gradua- 
tion from high school in 1925, 
Joseph C. Wel- 
man began 
work for the 
Bank of Ken- 
nett in Kennett, 
Missouri. He 
now is presi- 
dent of the 
bank and is 
widely known 
in banking, 


MR. WELMAN 
particularly so because of his 
prominence in the American 


Bankers Association. Mr. Wel- 
man is ABA vice president and 
is scheduled to move up to the 
presidency at the ABA conven- 
tion in Atlantic City this fall. 
His banking career was inter- 
rupted by military service during 
World War II, when he served in 
the Navy. He was a military gov- 
ernment officer in Korea during 
the winter of 1945-1946 and held 
the rank of lieutenant when he 
returned to civilian life. 





confronting different localities and 
different types of institutions. 

Throughout our nation, there has 
always existed some fear of the eco- 
nomic and social consequences which 
might result from permitting concen- 
tration of banking in too few hands. 
Most far-sighted bankers surely rec- 
ognize these dangers. 

If such concentration should pro- 
ceed to the point where the banking 
system is in the hands of only a few 
large banks or groups, the fatal leap 
toward nationalization or socialization 
of our banking system will have been 


accomplished. That such a move would 
stop there and leave undisturbed the 
remainder of our economic and politi- 
cal system can be accepted only by the 
most naive. 

I cannot believe that even those who 
are engaged in the marathon of giant- 
ism and bigness do not understand 
this. 

This is not to say that the independ- 
ent system can expect active, aggres- 
sive espousal of its cause from many 
of those actively engaged in the vari- 
ous forms of multiple banking. As 
realists, we must recognize that some 
multiple bankers will continue to be 
absorbed and engrossed in their own 
struggle for competitive position or 
advantage — sometimes leading and 
sometimes being unwillingly led— 
often because of pride, often in self- 
defense, sometimes in the sincere be- 
lief that they can do a superior job, 
sometimes because it is genuinely prof- 
itable, and sometimes because it seems 


to be the order of the day. 
Importance of Independents 


Notwithstanding this, it is only com- 
mon sense for the truly enlightened 
multiple bankers to keep in mind al- 
ways that their own survival is in- 
evitably linked with the preservation 
of a sizable and vigorous independ- 
ent banking system. 

In my opinion, independent banks 
can and properly should expect to have 
from a great number of such sources 
sympathetic understanding of their 
struggle to maintain their place in our 
financial structure. 

The thousands of independent unit 
banks are the hard core of our great 
chartered banking system. They are 
the grass-roots strength upon which 
rests the public and political accept- 
ance of private enterprise in the bank- 
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THESE OLD EYES have yet to see a girl garbed like this putting up a display 
in any bank lobby, but the photo gets across the idea of the contest being 
sponsored this summer by the American Express Company Travelers Cheque 
Sales Department. Prize trips to Europe, Hawaii and Mexico top the list of 250 
awards for the best window and lobby displays promoting bank services connected 
with travel. Kim Townsend, TV and film starlet, has donned her sun suit to get 
into the proper vacation mood as she shows how the “Panelrama display kit” 
ean be assembled by contest entrants. Display kits are free to banks entering the 
contest. For details on contest rules, write American Express, 65 Broadway, New 


York 6, ATTN: James A. Henderson, assistant vice president. 


ing field. If the independent banks 


should be reduced in importance and 
effectiveness through their own slug- 
gishness, or through absorption into 
giant units, the banking system will 
lose its most effective bulwark against 
nationalization or socialization. 

The concept of independent bank- 
ing, as it developed over the century 
which ended with the banking crisis 
of 1933, has been greatly modified in 
recent years by changes in the role of 
government, in the structure of our 
economy and in the financial system 
itself. 

There was a long period during that 
century when the banking business 
was truly independent. Banks could be 
organized literally as easily as gro- 
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cery stores. Some measures of re- 
straint were introduced from time to 
time in various states, but this was 
the basic pattern. It was a challenge 
against monopoly and concentration 
of economic power. It was part of the 
growth process of our nation, and it 
served a useful purpose in bringing 
forth the pioneer spirit and initiative 
of our diversified economy. 


Faith Vindicated 


Yet the system was accompanied by 
weaknesses. The large number of fail- 
ures between the close of World War 
I and the 1930s brought a clamor 
against banks; and since many of the 
failures were small institutions, it 
seemed to many people that the path 





of future development must lie in the 
direction of fewer and larger banks. 

The heat generated over the bank 
failure record has long since died 
down, and the surviving small inde- 
pendent banks have vindicated the 
faith of those who really understood 
the problems of the 1920s and 1930s. 

Our major concern today is to un- © 
derstand the problems of the 1950s 
and the 1960s into which the inde- 
pendent bank has been plunged. To 
some extent, federal and state legisla- 
tion has placed a protective umbrella 
over the system. 

The so-called free-chartering era 
under which many of today’s banks 
were organized is a relic of the past. 
But independent bankers must not be 
deluded in the belief that because there 
is a strict policy of government re- 
straint on charters of new banks this 
protective umbrella will guard them 
against the changing winds of econom- 
ic growth and competition in the finan- 
cial system. 

How independent can independent 
banks really be? They can be inde- 
pendent of outside ownership control 
but can never be wholly independent 
in their operations and policies. 


Today’s Pressures 


The business world today is a highly 
competitive environment. Independ- 
ent banks are faced today with pres- 
sure from four directions: 

@ Competition from other banks— 
in the bank’s own community, in its 
trade area, and over larger areas. 

@ Competition from governmental 
agencies performing lending and other 
banking functions. 

@ Competition from other private 
financial institutions—credit unions, 
savings and loan associations, finance 
companies, check - cashing services, 
and others. 

@ Competition from business it- 
self in financing farmers and others. 

The major test of any business in- 
stitution in the long run is economic 
usefulness. Today, independent banks 
are growing because they have dem- 
onstrated their economic usefulness, 
and they will continue to grow as long 
as that usefulness is retained. 

We must recognize this challenge 
for what it is and every day in some 
way must do our best to meet the chal- 
lenge to fulfil the needs of the public 
in the changing world in which we 
live. 

We must perform better and better; 
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we must provide well rounded, com- 
plete banking service; we must serve 
our customers in such a manner that 
they will be happy, contented support- 
ers of our banks and their policies. 

An organization can work its heart 
out to preserve a system, but its eff- 
forts will come to naught if the per- 
formance by the members of the sys- 
tem fails to meet the test of approval 
of those with whom it deals. 


Must Satisfy Customers 


We cannot afford to have dissatis- 
fied customers, improperly treated em- 
ployees, ignored stockholders, or un- 
supported communities. 


Not only must we recognize these 
facts ourselves, byt we must encourage 
all of our fellow bankers to do like- 
wise. We cannot afford inadequacy on 
the part of any substantial number of 
our fellow bankers. We are indeed our 
brother’s keepers. 


There was a time when we had ap- 
proximately 30,000 banks compared 
with today’s approximately 14,500. 
No informed person would advocate 
a revival of the overchartéring which 
was the major cause of our difficulties 
a few decades ago. 

But we must avoid any tendency to- 
ward automatic, blind opposition to 
new charters. Failure to recognize the 
banking needs of fast growing com- 
munities will only serve to shift the 
business to nonbank sources and en- 
courage support for those who con- 
tend that the public will be best served 
by some form of multiple banking. 

The desire for and the response to 
parking facilities, drive-in facilities, 
24-hour depositories, bank-by-mail, 
and other such services have been 
clearly demonstrated. 

If you will pardon the reference to 
my own bank, I should like to tell you 
that we now handle approximately 25 
per cent of our checks and deposits ‘at 
our drive-in windows. The use of this 
service is constantly growing. 


Public Must Be Served 


I am aware of the feeling which ex- 
ists among many bankers that this 
type of service has the undesirable ef- 
fect of lessening the personal contacts 
with customers across the counters and 
desks. My own feeling is that the pub- 
lic should be and must be served in 
the manner they want. 

A great many independent banks 
are so situated that they cannot fur- 
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nish adjacent parking and drive-in 
facilities. In many states they must 
choose between ignoring this service, 
moving from present locations and 
establishing costly new quarters where 
such service can be provided, or rely- 
ing, where permitted, on uneconomi- 
cal, unsatisfactory pneumatic tube 
systems. 

Knowing full well that I am in com- 
plete disagreement with some of my 
good friends among you, I submit that 
carefully drawn legislation to permit 
such banks to establish a single drive- 
in facility is by far the lesser evil and 
should be encouraged and supported. 

It is my honest belief that this 
should and could be accomplished 
without becoming an “‘entering 
wedge” for branch banking in non- 
branch banking states and without the 
interpretation by the Comptroller of 
the Currency that it is branch banking. 

I firmly believe that such action will 
help preserve independent banks by 
lessening the demand for new charters, 
reducing the need for expensive build- 
ing changes, and postponing or elimi- 
nating agitation for other types of 
banking. Such facilities will aid ma- 


terially in providing the well rounded 
banking service we so earnestly want 
to offer to the public. 

We must continue to oppose the en- 
croachment of government in the pri- 
vate lending field, but we shall meet 
with little success unless we are willing 
to do a thorough job ourselves. 


Credit Union Competition 
There are almost 8,000 federal cred- 


it unions with more than 4-million 
members and total assets of more than 
$14 billion, and there are thousands 
more of state-chartered credit unions. 
Many are serving a useful purpose in 
the manner of the original intent of 
their authority. 

Some, however, would like to ex- 
pand the scope of their services far 
beyond their intended purpose. Again, 
this we must continue to oppose, but 
we must offer the banking services 
they seek to extend and thereby win 
and maintain public support for our 
position that credit union expansion 
into the field of banking operations is 
not needed. 

I realize that tomorrow you are to 
have a thorough discussion of the $40- 
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ST. PAUL FIRE AND MARINE 
INSURANCE COMPANY 


ST. PAUL MERCURY INSURANCE 
COMPANY 

* 
ST. PAUL-MERCURY INDEMNITY 
COMPANY 


COVERAGE 


THE SAINT PAUL 
BANKERS BLANKET BOND 
WITH EXTENDED COVERAGE 


Will best protect your 
“Capital Account” against 


loss, because it is the most com- 


prehensive insurance you can have. 
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FROM THE FERTILE BRAINS of publicists come the darnedest ideas. The girl 





wearing the bathing suit and holding the toy (sequin-studded, yet) tommygun is 
guarding $192,000 in cash in the window of a Miami, Florida, department store 
because that’s the amount won by 10-year-old Robert Strom on a television quiz 
show. Where’s Robert Strom? Nowhere in the area, but the Flordia publicists got 
the idea that people would be curious to see what a sizable bundle $192,000 
in small bills ($1 to $20 denominations) makes. So there was a three-way tieup 
between Richards store, Revlon, the TV show sponsor, and the Pan American 
Bank of Miami. The gun totin’ gal is Madeleine Ferland. With her is Miss 
Carol Neel, a Revlon demonstrator, and J. Samuel Garrison, public relations 
man for the bank. In case you think that $192,000 is a lot of cabbage to be 
guarded by one girl with a toy tommygun, be reassured. Mr. Garrison wrote 
that “for a bit of additional security, there were two bank guards and two 





uniformed city policemen.” 


billion savings and loan industry by 
men far better informed than I, and I 
shall not attempt to make any extended 
comments. It is natural that the irrita- 
tion and exasperation of commercial 
bankers find expression in different 
forms and that the suggested solutions 
differ widely. 

However, I should like to make one 
point. It seems to me that beyond the 
highly important questions of tax 
equality and legislation banker think- 
ing seems to be settling into two pat- 
terns: 

@ That group of bankers which be- 
lieves that our principal approach 
should be toward greater clarification 
and public understanding of the dif- 
ferences between bank deposits and 
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savings and loan shares—the differ- 
ence between the creditor and share- 
holder relationships, in availability of 
funds, and in the functioning of sav- 
ings and loan and deposit insurance— 
with no attempt to match interest paid 
on bank savings deposits with the 
dividends paid by savings and loan 
competitors. 

@ That group of banks which is 
attempting to pay a rate of interest on 
savings equal to or sufficiently close 
to dividends paid by savings and loan 
associations to attract and retain the 
saver’s funds. 

I certainly do not profess to know 
the complete answer. But I doubt very 
much that trying to meet the rates of 
the savings and loan associations is the 


solution to this competitive problem. 
S & L Advantage 


It is only reasonable to admit that 
savings and loan associations, many of 
which have 100 per cent or more of 
their shareholder’s accounts invested 
in higher-yield, long term mortgages, 
are in position to pay a fairly high 
dividend. It is equally reasonable to 
point out that liquidity and ready 
availability do not go hand in hand 
with this position. 

The payment of high rates of in- 
terest by banks, if accomplished at the 
expense of reasonable liquidity and 
availability, could be dangerous and 
self-defeating. This would compromise 
the very principle which is the main 
source of our competitive strength— 
namely, that our depositors can always 
get their money very quickly when 
they want it. 

I would raise the very serious ques- 
tion of whether it is wise and sound 
for either banks or savings and loan 
associations to promise and attempt 
to provide everything in the way of 
high return, liquidity, and availability. 

Much has been said about the in- 
ability of the small, independent bank 
to find a market for its capital shares. 
It has been my observation that ample 
funds are available in thousands of 
communities for investment in the 
stock of progressive and well managed 
banks. I doubt that this is any more 
of a problem—in fact, I believe it is 
less of a problem—for the good small 
unit bank than it is for the large city 
bank. 


Local Sale of Stock 


There are hundreds of bankers in 
this room this morning who would 
have no difficulty in very quickly 
placing in good hands, at a fair price, 
substantial amounts of stock of their 
banks. We must demolish this fallacy 
that stock of good, small, independent 
banks cannot be sold locally if desir- 
able and necessary. 

There are almost 2,000 banks in our 
country that have total deposits of 
less than $1 million. Many are suc- 
cessful operations, and every banker 
in this country should be interested in 
keeping them so. Some are problems. 
Some of these communities enjoy 
banking service only through the 
benevolence of inadequately paid man- 
agement and ownership, and some 
communities are served because they 
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are willing to meet the higher charges 
needed to keep the banks going in the 
community. 

Admittedly, some will find it diff- 
cult to continue in the years ahead. If 
some of them find it desirable or nec- 
essary to liquidate or merge, nearby 
independent banks must be alert to 
the necessity of supplying those bank- 
less communities with complete and 
well rounded banking service. Sym- 
pathetic, intelligent handling of their 
banking business and a sincere interest 
in and participation in the affairs of 
such communities are an absolute 
must. 

In this particular problem area, it 
seems to me, there is no occasion for 
debate on the subject of branch service 
versus independent, unit service. 
Banks do not generally open or at 
least long maintain branches in a com- 
munity unless the anticipated volume 
is adequate for the branch to operate 
at a profit, or at least break even. 

Such communities are more likely 
to receive banking service through 
the efforts of intensely interested local 
individuals willing to supply manage- 
ment and capital even with inadequate 
compensation, than they are through 
the generosity of any type of multiple 
banking. 

When they can no longer obtain 
banking service in such a manner, the 
friendly, interested, nearby banker 
who is the recipient of this business be- 
cause of a liquidation or through 
mergers can do much to minimize their 
loss by making them a welcome part 
of his clientele and taking every pos- 
sible step to serve them adequately 
and with a minimum of inconvenience. 


Correspondent System 


Often it is said that the small, inde- 
pendent cannot care for the credit 
needs of larger borrowers. We have in 
our country the greatest correspondent 
banking system in the world. We have 
never approached the maximum utili- 
zation of this great instrument. 

We need, as never before, the intelli- 
gent, sympathetic co-operation be- 
tween the smaller independent and the 
large correspondent. It is definitely a 
two-way street. 

We must not attempt to shift entirely 
our problems and burdens to the cor- 
respondent but by hard work, patient 
preparation, careful cultivation and 
fair treatment, we can gain their con- 
fidence and assistance. It is hardly 
conceivable that such an arrangement 
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cannot handle any reasonable, sound, 
credit requirement; provide adequate 
investment advice and counsel; and 
materially aid in our personnel and 
operations problems. 

Such things can be accomplished 
economically and efficiently to the 
complete satisfaction of all concerned. 
We must make better use of our cor- 
respondents. It certainly is not dif_i- 
cult to do. At every opportunity all 
independent bankers should be en- 
couraged to tap the great potential of 
the correspondent system. 

Independent banks must create 
within their institutions an environ- 
ment which will aid in attracting and 
maintaining competent personnel in 
which they can live happily and con- 
tentedly with reasonable remunera- 
tion, in which they can progress satis- 
factorily, and in which management 
can find the badly needed time for 
thinking, planning, and community 
activities. 


Management Succession 


We must take a new look at the man- 
agement succession problem. We must 
utilize the many aids available to us 
through the ABA, our own state as- 
sociations, and other organizations. 

We must explore and consider ways 
and means of assisting present and 
future management to acquire and pay 
for an interest in our institutions. 

We should give serious considera- 
tion to the question of stock option 
plans for banks similar to those of 
business and industry. 

We must examine and reexamine 
constantly our loan policies and our 
operations. We must step up our ad- 
vertising and our public relations pro- 
grams. We must tell our story—and 
tell it well—over and over again. 

We must interest ourselves not only 
in doing a good job in our own in- 
stitutions but in encouraging our fel- 
low independent bankers to do a good 
job. We must invigorate the tired and 
the complacent. 

We must guard against a tendency 
to pay only lip service to the virtues of 
independent banking. If we are con- 
vinced of those virtues as independent 
bankers, we must not succumb to the 
temptation to get out of business or to 
turn our responsibilities over to others 
for reasons of personal security, fail- 
ure to plan for personal estate taxes, 
or lack of preparation for management 
succession. 

Finally, we must never rely entirely 
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“The little woman has taken a hanker- 
ing to live a little higher on the hog, 
that’s why.” 





upon legislation or regulation to pro- 
tect our position. We must never forget 
that so many laws are passed to pre- 
vent that which has already happened. 

The best assurance of independent 
banking lies in growth—in efficiency, 
capacity, and service. The future of 
independent banking will be measured 
by the capacity, vision, keen interest, 
and energy of independent bankers. 

Are we our brother’s keepers? 

The answer must be, “Yes.” 
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NEW OFFICERS of the Minnesota Bankers Association, elected at the 67th annual 


convention in St. Paul June 12, are shown here. From left: President, H. G. 
Hamre, president of the State Bank of Wood Lake; vice president, William A. 
Gray, president of the City National Bank, Duluth; treasurer, G. A. Redding, 
president of the Windom State Bank, and executive secretary, Floyd W. Larson 


of Minneapolis. 





IBA Adds 
8 Members 


Eight more banks have joined the 
Independent Bankers Association, it 
was announced by Ben DuBois, sec- 
retary. The new members are: 


ARKANSAS 
Phillips National Bank of Helena 


ILLINOIS 
La Salle National Bank of Chicago 


LOUISIANA 
Guaranty Bank & Trust Company of 
Alexandria 


MINNESOTA 
Security State Bank of Fergus Falls 


NEW HAMPSHIRE 
The Farmers & Traders National & 
Savings Bank of Colebrook 


NEW YORK 
The First National Bank of Spring 
Valley 


OKLAHOMA 
Peoples State Bank of Blair 


TEXAS 
The Crockett State Bank of Crockett 
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Report Shows 


Growth of 
State Banks 


Loans and discounts held by the 
9,440 state-supervised banks amount- 
ed to $62,367,707,000 at the close of 
business in 1956, according to the 
State Bank Division of the American 
Bankers Association. 

This figure represents a gain of 
$5,386,301,000 or 9.5 per cent during 
the year, and is generally taken as 
being indicative of the credit services 
supplied by banks to meet the needs 
of their local communities. 

Last year, the banks earned $5.50 
per $100 of loans and discounts, com- 
pared to $5 in 1955. They were able 
to pay dividends of $3.25 against 
$3.10 and at the same time put a 
total of $292,479,000 of net earnings 
into capital. 

The assets of all state-supervised 
banks increased during the past year 
by $4,866,251,000, or 3.8 per cent, 
to a record level of $133,756,059,000. 
Of this amount, $100,448,783,000 
was held by state commercial banks 
and $33,307,276,000 by the mutual 


savings banks. 





Minnesota 
Convention 
Sets Record 


Minnesota bankers converged on 
St. Paul in record numbers for the 
67th annual convention of the Minne- 
sota Bankers Association June 11 and 
12. In tallying up after the sessions, 
the MBA office said that attendance 
was near the 1,500 mark. 

The St. Paul Hotel was convention 
headquarters but a lot of convention 
activity spilled over into the Lowry, 
two blocks away. Because neither 
hotel had facilities large enough for 
the banquet, that was held in the 
Prom ballroom, a few miles from the 
two hotels. A bus shuttle service 
handled transportation for the ban- 
queters in efficient fashion. 

Highlight of the convention pro- 
gram from the news standpoint was 
the appearance of Secretary of Agri- 
culture Ezra Taft Benson, who out- 
lined lending activities of his agency 
and attempted to dispel what he said 
were widely-held half truths about 
agriculture. 

Essentially, the secretary’s point 
was that artificial controls over agri- 
culture are ineffective and that the 
natural law of supply and demand 
still is the basic factor in the price 
picture. The problems of agriculture 
are many and for each there are many 
potential remedies, he declared. 

There was the usual amount of 
free-flowing hospitality at the conven- 
tion, with the June 12 banquet and 
entertainment climaxing what every- 
one agreed was an outstanding gath- 
ering. 

Outgoing President A. G. Sirek, 
executive vice president of the State 
Bank of New Prague, presided at the 
banquet and installed the new officers: 
H.G. Hamre of Wood Lake, president; 
Willian A. Gray of Duluth, vice presi- 
dent, and G. A. Redding of Windom, 
treasurer. Floyd Larson of Minneapo- 
lis continues as executive secretary. 





Sense of Values 
“A three-year-old child is a being 
who gets almost as much fun out of 
a $56 set of swings as it does out of 
finding a small green worm.” 
—Bill Vaughn 
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10th of a Series... 


North Dakota IBA Director 


Has Organization Talent 


An energetic young banker with a tal- 
ent for organization played an impor- 
tant part in the success of the 23rd an- 
nual convention of the Independent 
Bankers Association at Miami Beach, 
Florida, in his role as chairman of the 
Exhibits and Exhibitors Committee. 

Leland M. (for Manford) Steneh- 
jem, vice president of the First Inter- 
national Bank of Watford City, North 
Dakota, was the man whose careful at- 
tention to hundreds of details, both 
before and during the convention, did 
much to insure smooth and satisfac- 
tory operation of the exhibits. 

Mr. Stenehjem’s organizing ability 
has served him well in his community, 
his bank and in banking associations. 
He is North Dakota director for the 
Independent Bankers Association and 
is a past president of his state bankers 
association. 


Vigilance Needed 


He’s a staunch advocate of inde- 
pendent banking and is widely rec- 
ognized as such in his home state. “All 
of us in banking must be concerned 
about the independent, dual system of 
banking,” he commented recently, 
“and all of us must maintain a con- 
stant vigilance to retain it.” 

His vigilance in this matter was 
demonstrated last winter at a time 
when it appeared there might be loom- 
ing on the legislative horizon in Wash- 
ington a bill that could be harmful to 
the interests of bankers in his state. 
On short notice, Mr. Stenehjem called 
a meeting in Bismarck for a discus- 
sion of the situation. There was an at- 
tendance of 50 at the meeting, which 
is quite a number of bankers to as- 
semble in sparsely populated North 
Dakota. 

Mr. Stenehjem, now 39, has been 
in the First International Bank at Wat- 
ford City since 1942. He went with the 
bank immediately after his discharge 
from the Marine Corps. 
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The bank has been in business since 
1910. O. N. Stenehjem, Leland’s fath- 
er, is president and has been with the 
bank since it was founded. 

Oil Activity 

Originally, the bank operated in 
Arnegard, located eight miles west of 
Watford City. The move to Watford, 
a city of 2,100 and county seat of Mc- 
Kenzie County, was made in 1934, The 
city has had a sizable growth during 
the past several years as a result of oil 


producing activity in the Williston 
Basin. 

Mr. Stenehjem finished high school 
in Watford City and was graduated 
from North Dakota State College in 
Fargo. Since entering the bank he has 
completed the course offered by the 
School of Banking at the University of 
Wisconsin. 

He married the former Judith John- 
son in 1944. The Stenehjems have two 
children, Leland Jr., 12, and Stephen, 
who is 2 years old. 





LELAND M. STENEHJEM OF WATFORD CITY, NORTH DAKOTA 
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Passaic Bank Gets Ist NCR ‘Post-Tronic 


The world’s first electronic bank 
posting machine has been installed 
by The National Cash Register Com- 
any in Passaic, New Jersey. 

Designed to prevent bank errors, 
the new machine, called the Post- 
Tronic, could cut in half the time re- 
quired to post the 9 billion checks 
handled annually in banks through- 
out the nation. 

Six of the machines were formally 
installed at the Passaic-Clifton Na- 
ional Bank and Trust Company. 

Most of the errors currently made 
in bank posting are eventually caught 
before they reach the depositor, NCR 
President Stanley C. Allyn declared 
at a press luncheon marking the in- 
stallation of the new equipment. But, 
he added, the lost motion is “enor- 
mous.” 

Mr. Allyn reported that his com- 
pany already has received more than 
$15 million in orders from other 





banks throughout the country to in- 
stall similar equipment. 

The NCR president said the Post- 
Tronic could cut in half the number 
of machines now required for bank 
posting, which has been called “the 
biggest single bookkeeping job in the 
world.” At Passaic-Clifton, six Post- 
Tronics will now accomplish the work 
of 15 conventional-type posting ma- 
chines. 

The machine will also cut out more 
than 75 per cent of the man hours 
required to locate and correct errors, 
he added. 

“This is the first step in helping 
the country 13,640 commercial banks 
—and their 7,586 branches—solve 
the problem of the continual increase 
in the number of accounts and checks 
issued annually,” he said. 

He said the relatively low cost of 
the equipment would place it within 
reach of most banks, regardless of 


STANLEY C. ALLYN, chairman of National Cash Register Company, posts a check 
on the Post-Tronic, the world’s first electronic posting machine, at the Passaic- 
Clifton National Bank & Trust Company, Passaic, N. J., where first units of the ma- 
chine were installed. Mary Ann Tausenfreund, a bank employee stands by as the 
first check is posted. According to NCR, the Post-Tronic will eliminate one complete 
handling in the 9 billion checks now posted annually by U. S. banks. At the installa- 
tion, Mr. Allyn said that 15 million dollars worth of similar equipment has been 
back-ordered by NCR to more than 300 other banks. 
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size. The Post-Tronic sells for ap- 
proximately $11,000. 

Mr Allyn predicted that more than 
14 billion checks would be drawn a 
year in the U.S. by 1960. During the 
past four years, he said, the number 
has increased by more than one bil- 
lion. 

He said there are now about 52 
million checking accounts in ‘the 
United States, with the number of 
accounts increasing at the rate of 
about one and a half million per 
year. 


Checks Human Error 


The machine electronically deter- 
mines whether the correct account 
has been selected in posting checks 
and deposits. If a bank clerk chooses 
the wrong ledger card, the Post- 
Tronic will automatically reject the 
card and the operator cannot con- 
tinue the posting operation. 

The machine guarantees that the 
old balance is picked up correctly— 
another frequent source of bank er- 
rors. The figure is picked up elec- 
tronically from magnetic coatings on 
the back of the ledger card. 

The machine does all these things, 
electronically: 

@ Determines whether the correct 
account has been selected. 

@ Picks up and verifies the old 
balance. 

@ Determines whether a balance 
is “good” or if an account is over- 
drawn. 

@ Picks up and verifies accumu- 
lated check count. 

@ Selects the correct posting line. 

@ Detects accounts with stop pay- 
ments and “holds.” 

@ Picks up, adds and verifies trial 
balances. 

@ Picks up and verifies balance 
transfers and all other encoded in- 
formation when a new ledger card 
is prepared. 





‘Always With Us’ 

“ ‘T have always said the poor were 
welcome in this church,’ said the min- 
ister, ‘and I see by the collection the 
past few Sundays that they have 
come.’ ” 

—Texas Outlook 
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Kennett, Missouri—Bobby Eu- 
gene Hopkins, who was graduated 
from Kennett 
high school last 
month, has been 
awarded the $1, 
000 scholarship 
given annually by 
the Cotton Ex- 
change Bank. 
The scholarship 
was awarded at 
graduation exer- 
cises. Young Hopkins was selected as 
the winner from among 80 graduates 
by a governing committee composed 
of civic and business leaders of Ken- 
nett. The scholarship was instituted 
by the Cotton Exchange Bank four 
years ago. 





MR. HOPKINS 


San Diego, California—The 
United States National Bank of San 
Diego has observed the 44th anniver- 
sary of its founding, it was announced 
by Melvin N. Wilson, president. One 
of the fastest growing banks in South- 
ern California, the San Diego in- 
stitution had only one office as late 
as 1950. In February of that year 
branch offices were opened in Mon- 
rovia and Arcadia, and deposits 
reached $17,500,000. 

Since 1950, 13 offices have been 
opened or obtained by merger in San 
Diego, Orange, and Los Angeles 
counties, and as of April 30, 1957, 
deposits totaled $89,701,035.75. 


Helena, Arkansas—B. L. Ross, 
chairman of the board of the Phil- 
lips National Bank, is celebrating his 
50th year in banking, having started 
in Little Rock in 1907. He also worked 
in banks in Eudora, Lake Village and 
Marianna. He has been in Helena 
for the past 25 years. He and his wife 
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will celebrate their golden wedding 
anniversary in 1958. 


St. Paul, Minnesota—Robert C. 
Damkroger, secretary of the St. Paul 
Fire and Marine Insurance Company, 
has been placed in charge of the new- 
ly created Property and Services de- 
partment. The new department has 
operational and policy - formulating 
responsibility for the company’s real 
property, building plans, leases, prop- 
erty maintenance and similar matters. 


Richmond, Virginia—George 
Clark, assistant vice president of the 
Security-First National Bank of Los 
Angeles, California, has been elect- 
ed president of the American Insti- 
tute of Banking for 1957-58. 

Named vice president of the AIB at 
the institute’s 55th annual convention 
here was Gerard E. Hayes, assistant 
vice president of The National Shaw- 
mut Bank of Boston, Massachusetts. 

Elected to three year terms on the 
AIB executive council were C. Gor- 
don Dodd, assistant vice president, 
Pacifie National Bank, Seattle, Wash- 
ington; William J. Garrison, assist- 
ant vice president, The Denver Nation- 
al Bank, Denver, Colorado; E. Floyd 
Gurney, assistant treasurer, County 
Bank & Trust Company, Paterson, 
New Jersey, and Marshall C. Tyndall 
Sr., vice president, Equitable Security 
Trust Company, Wilmington, Dela- 
ware, 





Augusta, Georgia — Harry Wil- 
liam Jernigan Sr., vice president and 
director of the First Railroad and 
Bank Company of Georgia, died after 
a heart attack at a local hospital. He 
had been in the hardware business in 
Augusta since 1927, 


Minneapolis, Minnesota — 
When the Fidelity State Bank, the 
largest state bank in Minnesota, cele- 
brated its 40th anniversary, the cus- 
tomers were treated to an old-fash- 
ioned “kaffeeklatsch.” Patrons and 
visitors were served coffee and cook- 
ies by Hazel Rosell, assistant cashier 
and the bank’s only woman officer. 
C. Herbert Cornell is Fidelity’s presi- 
dent. The bank has 21,000 depositors 
and resources in excess of $18 mil- 
lion. 

* 


Hemet, California—The Farm- 
ers and Merchants Bank of Hemet 
has observed its 50th anniversary, it 
was reported by H. H. Spaulding, 
president. While no formal celebra- 
tion was held, the bank paid special 
tribute to its cashier and director, 
C. B. Covell. Mr. Covell, now past 
83 years of age, has been with the 
bank since 1909 and is still very ac- 
tive in its operation. 

Steady growth of the Hemet bank 
is evidenced by its latest statement, 
reporting resources of $5,090,884.95, 
with deposits reaching $4,806,421. 





“STRONG FRIEND OF THE 
INDEPENDENT BANKER” 
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NEWEST FACILITY of the Bank of Belmont, in Belmont, 
North Carolina, is the drive-in bank shown in this photo. 
The drive-in was constructed at the rear of the bank’s main 
building on a street that already was open. A tunnel con- 


Dickinson, Texas — Appoint- 
ment of Robert D. Holcomb as as- 
sistant cashier of the Citizens State 
Bank has been announced by W. G. 
Hall, president. Mr. Holcomb had 
been with the Commercial Credit Cor- 
poration since 1947, and worked at 
CCC offices in Paris, Big Spring, 
Fort Worth, Corpus Christi and Ty- 
ler. He is a graduate of the East 
Texas State Teachers College in Com- 


merce. 
a 


Harrisburg, Pennsylvania — A 
two day directors’ seminar will be 
held in conjunction with the 1957 
Pennsylvania Bankers Association 
summer school at Bucknell Universi- 
ty, Lewisburg, this summer. The sem- 
inar will be held August 21 and 22. 
Dates for the summer school are Au- 
gust 18-23. 

In charge of the school are T. 
Allen Glenn Jr., the school director 

BOUGHT 


BANK and SOLD 


All Negotiations Confidential 
A NATIONAL CLEARING HOUSE 
FOR EXPERIENCED BANK EXECUTIVES 
WITH CAPITAL TO INVEST 
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nects the main office and the new drive-in facility, while 
closed circuit television is used to help speed transactions. 
There are double walk-up windows which can be serviced by 
the same tellers who operate the drive-ins. 








and president of The Peoples Bank 
of Norristown, and Associate Direc- 
tor Edwin H. Keep, president of the 
First National Bank of Meadville. 


Menomonie, Wisconsin—A new 
luminous ceiling, covering the entire 
lobby, teller area and officers’ section 
is the striking feature of the interior 
remodeling and redecorating program 
of the First National Bank. A month 
long open house will be combined 
with observance of Dairy Month, with 
free milk served in the lobby from a 
dispenser. 

The project produced a pleasant, 
new interior with daylight type light- 
ing, new drapes, new tile floor in the 
loan officers’ section and carpeting 
in the executive offices. Permanent 
type awnings, paneling, and new en- 
trance lights complete the appoint- 
ments on the exterior. Clare Talen is 
president and Bill Talen is executive 
vice president of the $6 million bank, 
oldest and largest in Dunn County. 


Dickinson, North Dakota—G. 
H. Hernett, president of the McIntosh 
County Bank of Ashley, was elected 


president of the North Dakota Bank- 
ers Association at the annual con- 
vention here. He succeeded A. O. 
McLellan, president of the Merchants 
National Bank & Trust Company, 
Fargo. 

A. L. Garnaas, vice president of 
the Farmers & Merchants Bank of 
Sheyenne, succeeded Mr. Hernett as 
association vice president. Named 
treasurer was R. C. Harrington, vice 
president of the Merchants National 
Bank & Trust Company of Fargo. 


St. Peter, Minnesota—Bankers 
from throughout the area attended a 
dinner and program celebrating the 
100th anniversary of the First Na- 
tional Bank. A two day open house 
also marked the centennial. Clare D. 
Moll, in banking for 57 years, is the 
president of First National. 


Cicero, Illinois—Arthur J. Kase, 
vice president of the Western Nation- 
al Bank, died at age 52. He was cash- 
ier from April 19, 1945, until Janu- 
ary 1957, when he was elected vice 
president. 
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Alvin, Texas—L. B. Manry Jr., 
executive vice president of The Alvin 
State Bank, is the new president of 
the Brazoria County Bankers Asso- 
ciation. Mr. Manry succeeds J. S. 
Montgomery, president of the First 
State Bank of Brazoria. 

Other officers of the association 
are Sam Jamison, vice president of 
the Brazoria County State Bank, 
Angleton, association vice president, 
and Ralph David, cashier of the 
Freeport National Bank, Freeport, re- 
elected secretary-treasurer. 


Toledo, Ohio—Promotion of S. 
Ray Lewis to assistant secretary of 
the Ohio Citizens Trust Company in 
charge of the real estate department 
has been announced by Willard I. 
Webb Jr., president. Mr. Lewis has 
been with the bank since 1933. 


Chicago, Illinois—Mrs. Marion 
E. De Ruiter, assistant cashier and 
assistant secretary of the Mercantile 
National Bank of Chicago, has been 
elected president of the Association 
of Chicago Bank Women. 

Other officers named at the annual 
dinner were Miss Dorothy L. Gross- 
man of the Merchandise National 
Bank, vice president; Miss Ruth E. 
Norberg, assistant cashier of the First 
National Bank and Trust Company, 
Evanston, secretary, and Mrs. Ann 
Beno, assistant cashier of the Pull- 
man Trust & Savings Bank, treasurer. 
The association has 130 members em- 
ployed by 62 Chicago area banks. 


Grand Rapids, Michigan—Wil- 
liam C. Whitney, cashier of The Old 
Kent Bank and Michigan Trust Com- 
pany, has been elected secretary of 
the Western Michigan Control of the 
Controller’s Institute of America. The 
institute has a membership of more 
than 4,600 financial and accounting 
officers in the United States, Canada, 
and Puerto Rico. 


French Lick, Indiana — New 
president of the Indiana Bankers As- 
sociation is Walter A. Schlecte, presi- 
dent of the Old National Bank of 
Evansville. Elected at the annual con- 
vention in French Lick, Mr. Schlecte 
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ORGANIZED IN 1954 to serve a rapidly growing area in suburban Minneapolis, 
the Golden Valley (Minnesota) State Bank opened a new building recently. 
Above, the exterior of the structure. In the interior scene, the central figure of 
the three men is E. J. Hamernick, vice president and chief operating officer. 





succeeds L. S. Armstrong, president 
of St. Joseph Valley Bank in Elkhart. 

Vice president of the association is 
William Riley, president and board 
chairman of the First National Bank 
in East Chicago and Union National 
Bank of Indiana Harbor, both in 
East Chicago, Indiana. J. O. Parshall, 
vice president of the Second National 
Bank, Richmond, was named treas- 


urer. 
© 


San Diego, California—Comple- 
tion of a $40,000 remodeling pro- 
gram in the trust department of the 
San Diego Trust & Savings Bank was 
marked by open house in the new 
quarters. The remodeling provides 
room for additional personnel and 


expanded facilities, according to E. 
D. Clapp, vice president and trust 
officer. The trust department now has 
2,500 square feet of space. 


St. Louis, Missouri—Russell F. 
Greenleaf, vice president of the Lin- 
dell Trust Company, has been ap- 
pointed to the bank’s six man ad- 
visory board. He has been with Lin- 
dell Trust since 1945. 
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WELLSTON, MISSOURI’S State Bank & Trust Company used the drawing shown 
above to illustrate how it was “wrestling with the problem” of how best to serve 
its customers. The illustration was featured on 35,000 entry blanks the bank sent 
out in a contest seeking suggestions for improved service and to check on use of 
various bank services. Nearly 1,700 replies were received. ‘“‘We were most happy 








with the response,” said Philip C. Kopitsky, chairman of the board. 


Milwaukee, Wisconsin — Walt- 
er Jensen, president of the First Bank 
of Grantsburg, is the new president 
of the Wisconsin Bankers Associa- 
tion, succeeding W. S. Hobbins, presi- 
dent of the American Exchange Bank, 
Madison. 

Other officers elected were R. W. 
Blaha, vice president and trust offi- 
cer, Commercial & Savings Bank, 
Monroe, WBA vice president, and E. 
P. Hartmann, vice president and cash- 
ier of Milwaukee’s Northern Bank, 
treasurer, 

Named members of the executive 
council, with terms expiring in 1960 
were, J. C. DeMaster, cashier of the 
Bank of Sheboygan; S. G. Kingston, 
president of Citizens National Bank, 
Stevens Point, and E. J. Ruetz, presi- 
dent of the Kenosha National Bank. 


Miami, Florida—R. Wade Se- 
ward Jr. of the Industrial National 
Bank, has won the Harold Stonier 
award for excellence in graduate 
courses offered by the American In- 
stitute of Banking. Mr. Seward has 
been with Industrial National since 
January and formerly was with the 
U. S. State Department. 
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MR. O’ROURKE 


MR. MORRIS 


Denver, Colorado—Assignment 
of James R. Morris and Thomas P. 
O’Rourke to the Correspondent Bank 
Division of the First National Bank 
has been announced. 

Mr. Morris, a Navy veteran and a 
graduate of the University of Ari- 
zona, has been with the bank since 
1954 and was with the Credit De- 
partment before his latest assignment. 

Mr. O’Rourke joined the bank aft- 
er his graduation from Regis Col- 
lege in 1954 and was with the Loan 
and Discount Department before be- 
ing assigned to the Correspondent 
Bank Division. 


San Diego, California—Direc- 
tors of the First National Trust & 
Savings Bank have elected Russell 
Adams a vice president. Mr. Adams 





is with the bank’s Real Estate Ap- 
praisal Department in the Main Of- 
fice. Guilford H. Whitney, chairman 
of the board, also announced elec- 
tion of three men as assistant vice 
presidents, They are C. Jackson Bow- 
ers, Robert B. Conway and Bruce A. 
Harms. ' 

The following were named assist- 
ant cashiers: Keith A. Adams, F. 
Seth Brown, Robert A. Cameron, 
George B. Chapin, Ruth E. Goldsmith, 
Lamar H. Hunt Jr., Kenneth G. Jen- 
sen, Lloyd E. Ligon, Barbara J. Max- 
well, Merrill T. Miller Jr., Predrag 
B. Mitrovitch, Richard J. Neubert, 
Clarence W. Truax and Lawrence W. 
Wathey. 


Royal Oak, Michigan—Arthur 
F. Goulait has been appointed assist- 
ant vice president and auditor of The 
Wayne Oakland Bank, it was an- 
nounced by Adolph F. Klein, presi- 
dent. Mr. Goulait, a member of the 
bank staff for 11 years, has been 
active in the National Association of 
Bank Auditors and Controllers and 
the American Institute of Banking. 


Q 


San Diego, California—Ap- 
pointment of R. Wayne Fillpot and 
Walter J. Krarup as operations of- 
ficers at the main branch of The First 
National Trust and Savings Bank of 
San Diego was announced by Ander- 
son Borthwick, president. 

Mr. Krarup is manager of the 
bank’s central proof department 
while Mr. Fillpot serves as chief teller 
at the main branch. 


St. Louis, Missouri — Addition 
of two men to the sales staff of Bank 
Building and Equipment Corporation 
has been announced by J. B. Gander, 
president. They are John T. Huffman 
and Charles J. Guimbarda, both of 
St. Louis. Both will work out of the 


* company’s new headquarters building 


at 1130 Hampton Avenue in St. Louis. 
e 


Portland, Oregon—James J. 
Schrieber has been promoted from 
assistant cashier to assistant vice pres- 
ident by the Bank of California. A 
veteran of 31 years service with the 
bank, Mr. Schrieber is operations 
officer of the bank’s Portland office. 


THE INDEPENDENT BANKER 




















A Regular Feature 
Written EXCLUSIVELY for 
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We were talking, my friend and I, 
about the rash of small bank em- 
bezzlements which have swept the 
country in recent years. He, too, 
was the president of a small bank, 
about the same size as mine. The 
tenor of our conversation reflected 
his lack of acceptance of my insist- 
ence that most small banks need 
stronger audits and controls. 

“T can’t understand,” my friend 
said to me, “how these things can 
happen in a bank that has an alert 
management. Why in our shop .. .” 

Well the fact is that embezzle- 
ments rarely, if ever, occur in banks 
that have alert management. They 
do occur, however, in banks which 
do not have alert management or in 
banks which merely think they have 
alert management. 


Take Nothing For Granted 


There is quite a lot of difference 
between a bank actually having 
alert management and_ thinking 
that it has. There is the rub. 

Shakespeare put it very well 
when he said, “The fault, dear 
Brutus, is not in our stars, but in 
ourselves .. .” 

An alert management in the field 
of audits and controls takes nothing 
for granted. An alert management 
accepts nothing as absolutely cer- 
tain and takes steps to institute 
routines that at least set up bar- 
riers for the would-be embezzler. 


The alert management looks for 
weak places in the dam. It seeks out 
routines that are weak and can be 
breached, which is exactly what the 
would-be thief is doing. He is seek- 
ing and searching for weak spots 
all the time. 

@ Why shouldn’t management 
browse along the same trail in the 
hope of discovering the weak place 
in the dam before it becomes a 
break? 

@ Why not scout the area for 
weak places? 

@ Why not adopt the policy of 
inquiring into routines to see if 
there are weak spots? 

An inquiring mind need not nec- 
essarily be a suspicious mind. But 
an inquiring mind is a must for 
bank management seeking to in- 
sure against internal theft. 

After most embezzlements have 
been detected, there are those in the 
suffering bank who can look back 
and understand why the embezzler 
did certain things. 


The Picture Clears 


After it is too late, the defalca- 
tor’s actions begin to come into 
mental focus. The mental clarity 
resulting from review is much like 
the physical act of focusing the lens 
of a camera. 

Usually in the situation that 
makes embezzlement possible, the 
signs are there. The flags are up. 
Usually, management doesn’t read 
them—and then comes trouble. 

How do I know? I learned the 
hard way! 

In our bank, we set up what we 
considered to be reasonably ade- 
quate controls. We felt the need of 


improving some routines. We felt 
the need of tightening up on some 
of our ways of doing things that 
were, undoubtedly, loose ways. 

The unfortunate thing was that 
we forgot the old wheeze about 
“Who audits the auditor?” 

The cashier was taken into our 
confidence completely and every- 
thing under him was set up in fine 
fashion, as far as it went. 


Flaw In The System 


The basic flaw in our system— 
and this was what our cashier saw 
and exploited—was that the con- 
trols worked downward from the 
cashier. Unfortunately for us, the 
system didn’t go up. 

We erred seriously in not setting 
the system one notch higher, so that 
someone could “audit the auditor.” 

The cashier was the “invisible 
man” in the whole operation. He 
had his hand in the till for seven 
years before he stumbled. 

Actually, there was no immediate 
reason for his being detected. It 
was largely accidental that he was 
caught when he was. 


He might very well have run for 
several more than seven years, ex- 
cept for a chance happening that 
made us suspicious. And he very 
nearly explained that away! But 
not quite, happily for the bank. 


Our cashier went to prison. His 
defalcations had averaged a bit 
more than $2,000 a year for seven 
years, but his was one of those cases 
where he couldn’t account for what 
happened to the money he had tak- 
en. It just filtered through his 
fingers in maintaining a standard 
of living his legitimate income 
couldn’t support. 

As we look back—hindsight al- 
ways is so easy—we realized that 
in our case the danger signals were 
out. They had been for years. We 
just couldn’t read the signals. 

Was our bank management 
alert? The answer is obvious. We 
only thought we were. 

—And that’s the answer to my 
friend’s statement that defalcations 
are unlikely in banks with an alert 
management. It’s not only an an- 
swer to him; it should point the way 
of understanding to many others. 
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Agriculture’s *Architects’ 


Had Better Hurry 


The editor was among several hundred who heard an 
address by Secretary of Agriculture Ezra Taft Benson 
at the Minnesota Bankers Association convention in St. 
Paul. It was a good talk, well received by his audience. 

Though the secretary has been subjected to more ad- 
verse criticism than any other cabinet officer, he was not 
on the defensive. He stayed on the offensive by lashing 
out at and demolishing nine “widely-held” half-truths 
about agriculture. His presentation was by way of expla- 
nation, not of defense. 

Mr. Benson did, however, do little more than re-till 
the same old soil. At the beginning of his talk he told 
the bankers, “I welcome the opportunity to meet with 
you and share my thoughts regarding the agricultural 
problems of this great state and this favored nation.” 
There was a promise of something new and challenging 
here, but we didn’t hear it. 

The farm problem, said the secretary, is one that 
cannot be oversimplified. He declared, “There are many 
problems, not one. And for each problem there are many 
potential remedies, not just one. Most of these remedies 
are in the hands of individual farmers and their organiza- 
tions. Better methods, improved marketing, power pro- 
duction costs, better choice of enterprises—these are so- 
lutions which may lack political appeal, but they are 
effective.” 

The superstructure of production controls and price 
supports, said Mr. Benson, “is now beginning to sag and 
creak at the joints. Increasingly, farm people are be- 
coming convinced that some changes need to be made. 
The architects are assembling to draw up new plans.” 

We hope that the secretary has something in mind 
but gather he is not going to tip his hand until he has 
talked to the architects and they have incorporated his 
ideas into a blueprint. We certainly wish the architects 
had been called in earlier, say about the Fall of 1952. 

Mr. Benson said the “price structure in agriculture 
should have flexibility in it—flexibility to go up or down 
in accordance with market conditions.” That would seem 
to indicate he believes that only the law of supply and 
demand should govern. But he also said, “I do not pro- 
pose to eliminate price supports.” 

And was the secretary hinting that farmers should take 
up some other line of endeavor when he observed, “One 
of the most important components of economic security 
is the opportunity to change freely from one enterprise 
to another. Fortunately this opportunity continues for all 
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groups with fewer impediments in this country than in 
any other country in the world.” 

Mr. Benson’s was a good presentation, but left a lot of 
questions unanswered. He said there were many prob- 
lems in agriculture and many “potential remedies.” We 
would have been happier if he had listed a few of these 
remedies. 


Many Benefits from 
Good Ad Program 


Commercial banks will spend 100 million dollars on 
advertising in 1957, according to a survey by the Amer- 
ican Bankers Association. This is the highest planned ex- 
penditure since the study began in 1946. 

Of the 3,357 banks participating in the survey, 57 per 
cent planned to spend more for advertising than in 1956; 
31 per cent will keep their spending at about the same 
amount, while 12 per cent will spend less this year than 
in 1956. 

What advantages can your bank expect from a persist- 
ent campaign of carefully planned and well executed ad- 
vertising? That question was answered in detail recently 
by C. Arthur Hemminger, vice president and public rela- 
tions director of the First National Bank in St. Louis, in 
this fashion: 

@ First, advertising will create a solid background of 
character against which your bank’s sales efforts will 
acquire new stature and significance. 

@ Second, advertising will bring prospects for your 
services into the bank. 

@ Third, advertising will tell people about the nature 
of your banking services and the advantages to be gained 
from using them. 

@ Fourth, advertising will help you keep your present 
customers by reiterating the reasons for their choice of 
your bank, thus confirming their original judgment and 
keeping your name before them between “in person” 
contacts. 

@ Finally, the very processes involved in planning and 
executing an advertising program nearly always result in 
the creation of a better banking service. That’s because ad- 
vertisers tend to become market-minded, as well as opera- 
tions-minded. 

That’s why more and more progressive bankers are 
placing heavy emphasis today on specific, hard-hitting 
advertising messages—aimed at creating not only de- 
posits and loans—but also a more widespread under- 
standing and acceptance of our great free system of 
chartered banking. 


THE INDEPENDENT BANKER 








six months from now—? 





TWICE A YEAR 


MEN OVER 45!...Lung cancer, in men of your 
age, has increased so alarmingly in recent years 
that our doctors strongly recommend that you make 
a habit of having two chest x-rays every year: one, 
when you get your annual medical checkup; the 
other six months later. 


Today, you are six times more likely to develop 
lung cancer than a man of your age twenty years 
ago. Our doctors still don’t know why you are, but 
they do know that their chances of saving your life 





could be as much as ten times greater if they could 
only detect lung cancer “before it talks”... before 
you notice any symptoms whatsoever in yourself. 
That’s why we urge you and every man over 
forty-five to make semiannual chest x-rays a habit 
—for life. 

To see our lifesaving film, “The Warning Shadow,” 
call the American Cancer Society office nearest you 
or simply write to “Cancer” in care of your local 


Post Office. 


American Cancer Society 





INCREASED CHECKING ACCOUNT VOLUME is capably handled w 


ease and 


efficiency, thanks to this National Unit Plan Posting Machine. 


ULTRA-mopEeRN suBuRBAN Lake County State Bank uses a 100% 


National System. 
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“Our complete Zalonal System 
pays for itself every 3 years... 


Ww. D. Mecormack, Cashier, Lake 
County State Bank. 


FASTER CUSTOMER SERVICE with National Class 41 and 42 Teller 
Machines has steadily enhanced good will for this bank. 


returns 33% annually on our investment through savings!” 
Lake County State Bank, East Gary, Indiana 


“We have used a National 137 Unit 
Poster as a multiple-duty machine 
for some time,” writes W. D. Mc- 
Cormack, Cashier of Lake County 
State Bank. “Because of greatly in- 
creased volume, we have continu- 
ously expanded our National System. 
Our records definitely show that this 
system pays for itself every three 
years. It returns 33°% annually on 
our investment through savings! 
“We use one National 137 Unit 
Plan Poster, three National Tellers 
Machines, one ‘Class 42’ Combina- 
tion Machine for savings and various 
loan accounts, and four National 
Adding Machines. The Unit Plan 
Poster saves many hours weekly 


through ease in posting and balanc- 
ing. Our Tellers Machines provide 
machine-printed receipts and deposit 
validation. Mechanized posting of 
savings, and various loan accounts 
on the ‘42’ assure both the customer 
and ourselves of accurate, clearly 
printed, up-to-date records. 
“Operator training is easy with 
National Machines. Our experience 
convinces us that they are a sound 
investment for any bank. We are 
proud to be 100% National users!” 


PW Cm ee 


Cashier, Lake County State Bank 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 


A modern National System in your 
bank will increase efficiency and lower 
operating costs. Nationals quickly 
pay for themselves through savings, then 
keep returning these savings as added 
annual profit. For full details, consult 
your nearby National representative to- 
day. He’s listed in the yellow pages of 
your phone book. 





